1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

1 

STATE OF MINNESOTA 
COUNTY OF RAMSEY 


THE STATE OF MINNESOTA, 

BY HUBERT H. HUMPHREY, III, 

ITS ATTORNEY GENERAL, 
and 

BLUE CROSS AND BLUE SHEILD 
OF MINNESOTA 

Plaintiffs, 

-vs- Case File No. Cl-94-8565 

PHILIP MORRIS INCORPORATED, 

R.J. REYNOLDS TOBACCO COMPANY, 

BROWN & WILLIAMSON TOBACCO CORPORATION, 

B.A.T. INDUSTRIES P.L.C., 

BRITISH-AMERICAN TOBACCO COMPANY LIMITED, 

BAT (U.K. & EXPORT) LIMITED, 

LORILLARD TOBACCO COMPANY, 

THE AMERICAN TOBACCO COMPANY, 

LIGGETT GROUP, INC., 

THE COUNCIL FOR TOBACCO RESEARCH - U.S.A., 

INC., AND THE TOBACCO INSTITUTE, INC. 

Defendants 


DEPOSITION OF LIGGETT GROUP (BENNETT LeBOW) VOL. I 
STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsflMui^el/iW9§^0fl<pwlfndustrydocuments. ucsf.edu/docs/gthd0001 





1 

2 

3 

4 

5 

6 
7 


CONFIDENTIAL 

2 

(The following is the deposition of 
Liggett Group (BENNETT LeBOW), taken pursuant to 
the Second Amended Notice of Taking Deposition, at 
the offices of Dorsey & Whitney, 250 Park Avenue, 
16th Floor, New York, New York, commencing at 
approximately 2:15 o'clock p.m., September 29, 

1997 . ) 
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PROCEEDINGS 
BENNETT LeBOW 

having been first duly sworn by the Court 
Reporter, was examined and testified as follows: 

CROSS EXAMINATION 
BY MR. SILBERFELD: 

Q. Would you state your full name for 

the record. 

A. Bennett S. LeBow. 

Q. Mr. LeBow, we met informally. Let 

me reintroduce myself. 

My name is Roman Silberfeld, and 
together with my partners and associates, we 
represent the State of Minnesota and Blue 
Cross/Blue Shield in a lawsuit against the tobacco 
industry. 

You understand that, do you not? 

A. Yes. 

Q. We're here today to take your 

testimony in a number of capacities, really, but 
principally, in terms of your capacity as the 
owner, if you will, of Liggett Group, all right? 


A. 

Through 

another company 

Q. 

Through 

Brook? 

A. 

Through 

Brook, right. 
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1 Q. All right. Well, we'll get to all 

2 those details in a minute. 

3 You have been deposed and you've 

4 testified in trial on a number of occasions. 

5 Do you think any useful purpose 

6 would be served by my going over the ground rules 

7 of a deposition with you? 

8 A. No, I understand. 

9 Q. Okay, great. What is your 


10 

educational 

background? 

11 

A. 

I have a Bachelor of Science in 

12 

Electrical 

Engineering and a year of graduate 

13 

school. 


14 

Q. 

Where did you get the electrical 

15 

engineering 

degree? 

16 

A. 

Drexel University, Philadelphia, 

17 

Pennsylvania. 

18 

Q. 

In what year, sir? 

19 

A. 

In 1960. 

20 

Q. 

And there was one year of graduate 

21 

work? 


22 

A. 

Yes. 

23 

Q. 

And in what subject? 

24 

A. 

Computer and electrical engineering. 

25 

Q. 

And where was that work done, 
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Mr. LeBow? 


2 

A. 

Princeton University. 

3 

Q. 

Did that result in a degree being 

4 

conferred? 


5 

A. 

No. 

6 

Q. 

Is that the extent of your formal 

7 

educational 

training? 

8 

A. 

Yes . 

9 

Q. 

And did you have the one year of 

10 

graduate school immediately after getting your 

11 

Bachelor of 

Science Degree? 

12 

A. 

Yes. 

13 

Q. 

So, was it in about 1961 that you 

14 

entered the 

work force? 

15 

A. 

That's correct. 

16 

Q. 

All right. And when you started 

17 

working, what was your first job? 

18 

A. 

In electrical engineering, compute: 

19 

engineering 

— or electrical engineering, really. 

20 

at the time, 


21 

Q. 

Who did you work for? 

22 

A. 

General Electric Corporation. 

23 

Q. 

And how long were you with G.E.? 

24 

A. 

About six, eight months. 

25 

Q. 

And then after that, where did you 
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1 

go to work? 


2 

A. 

U.S. Army. 

3 

Q. 

And how long were you in the 

4 

service? 


5 

A. 

Two years. 

6 

Q. 

Roughly, 1962 to '64? 

7 

A. 

That's correct. 

8 

Q. 

Something in there. And when you 

9 

came out of the Army, where did you next go to 

10 

work? 


11 

A. 

U.S. Army. 

12 

Q. 

You stayed in? 

13 

A. 

No, I stayed as a civilian for 

14 

three years - 

- three more years. 

15 

Q. 

While you were in the service, what 

16 

was your job 

in the first two years? 

17 

A. 

I was in charge of the computer 

18 

center in the 

Pentagon. 

19 

Q. 

The computer center in the Pentagon 

20 

A. 

Yes . 

21 

Q. 

And then when you stayed on after 

22 

your tour of 

duty, did you have the same job? 

23 

A. 

No, I became assistant to the — 

24 

assistant vice chief of the staff for computers 

25 

throughout the Army. 
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1 Q. And am I right that that was 


2 

roughly 1964 

to 1967? 

3 

A. 

Correct. 

4 

Q. 

And what did you do after that. 

5 

sir? 


6 

A. 

I started my own company. 

7 

Q. 

And what was the name of that 

8 

company? 


9 

A. 

DSI Systems. 

10 

Q. 

And what was the business of DSI 

11 

Systems? 


12 

A. 

It was in the computer microfilm 

13 

business. 


14 

Q. 

You started that company from 

15 

scratch? 


16 

A. 

Yes . 

17 

Q. 

And how long did you have that 

18 

company? 


19 

A. 

About three years. 

20 

Q. 

What happened to the company? 

21 

A. 

I sold it to another company. 

22 

Q. 

And after DSI Systems was sold. 

23 

what did you 

do for a living? 

24 

A. 

I became an independent consultant 

25 

Q. 

In the area of — 
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A. Everything — computers, troubled 

companies — everything — finance. 

Q. And this would have been 

approximately 1970? 

A. '71 maybe — '70, 71 — no, it was 

1970, as a matter of fact. Nineteen seventy is 
correct. 

Q. All right. So, it was about 1970 

that you became a consultant to both industries 
and troubled companies in the general area of 
finance? 

A. Uh-huh, that's correct. 

Q. All right. And has that been what 

you've done roughly for the last 27 years? 

A. That's — roughly, that's correct. 

Q. Okay. Have you over the course of 

the last 27 years focused on the computer end of 
business? 

A. Not exclusively, no. 

Q. Did that drop off at some point in 

terms of an area of interest? 

A. No, we still have some computer 

interests — no. 

Q. Okay. Tell the Ladies and 

Gentlemen of the jury who will watch this what a 
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troubled company is, as you used that term. 

A. It's a company that has financial 

problems or other kind of legal problems or other 
issues of — that would, you know, that would have 
investors not be willing to put money into it, 
something — anything that has problems associated 
with it, whether it be managing problems or 
financial problems. 

Q. And when you first started out as 

an independent consultant in 1970, did you 
actually acquire companies or did you just consult 
to them? 

A. The first ten or fifteen years, I 

was — the ten years just consulting to them, you 
know, inquiring sometimes, you know, small 
interests in the companies — although I guess 
that's not totally true, maybe I did acquire some 
controlling interests in the companies — so 
both. It was a combination of many things. 

Q. All right. So that we can have 

some reasonable idea of how all of this evolved, 
let's just take it in ten-year increments; how's 
that? 

A. Okay. 

Q. Let's start with the decade of the 
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1970s. 


13 


A. Myself and another partner — other 

partners, we did acquire control of troubled 
companies during those years. 

Q. Okay. Approximately how many 

companies? 

A. Somewhere — without going back and 

looking at all the details, five to ten, in that 
range — maybe closer to five than ten. 

Q. Did any of those companies in the 

decades of the 1970s have anything to do with the 
tobacco business? 


A. No. 

Q. And during that time, is it true 

that you both acquired companies and sold some of 
the companies you'd acquired in that decade? 

A. Possibly. I don't recall exactly. 

Q. And in addition to acquiring some 

number of companies, you also consulted for other 
firms; right? 

A. No, towards the end of the '70s, I 

just pretty much did the company's interest 
thing — the controlling interests thing. 

Q. Early in the '70s, you would 

consult with others? 
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A. Uh-huh, that's correct. 

Q. And as to some of those firms, you 

might have acquired a small interest, but not a 
controlling interest? 

A. No, usually, I either consulted 

with them, or if I put — if I did acquire an 
interest, it was a controlling interest, maybe not 
controlling by myself, but with other people 
controlling interests. 

Q. So that your group — 

A. My group had a controlling 

interest, yes. 

Q. Got it. And did the practice that 

evolved by the 1970s, late in the '70s, that is, 
you were acquiring troubled companies and 
basically consulting or devoting your energies to 
those firms, did that continue to be true in the 
1980s? 


A. 

Yes . 




Q. 

For 

the whole 

decade of the 

' 80s? 

A. 

Yes . 




Q. 

And 

looking at 

that decade. 

can you 


give us a reasonable estimate as to the number of 
firms that you and your group or your colleagues 
acquired in that decade? 
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A. Again, maybe six to ten, in that 

range. 

Q. It was in the 1980s that you 

acquired Liggett; correct? 

A. Correct. 

Q. And we'll talk about corporate 

structures in just a couple of minutes, but 
focusing on the 1980s, was it in 1986 that you 
acquired Liggett? 

A. That's correct. 

Q. And as of 1986, Mr. LeBow, about 

how many companies did your group control? 

A. In 1986? 

Q. Yes. 

A. Maybe two or three others. 

Q. In the 1980s, did you do business 

under either a corporate or a partnership name? 

A. I believe in the '80s, most of the 

'80s was under both, partnership and a corporate 


Q. Which were the names? 

A. Well, the partnership, I think, was 

called Brook Partners, which later on was turned 
into a corporation. 

Q. And that became what? 
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1 A. Brook Partner — Brook Group, 

2 Limited. 

3 Q. And were there other names under 

4 which you did business other than either Group, 

5 Partners or Brook Group? 

6 A. Yes, there were a couple other 

7 companies. 

8 There was a company called LeBow 

9 Industries, which owned some other small 

10 companies, then there was some companies I owned 

11 and controlled outside of Brook, such as MAI 

12 Systems. 


13 

Q. 

What was the business of MAI 

14 

Systems? 


15 

A. 

Computer business. 

16 

Q. 

You owned that in 1980s? 

17 

A. 

I owned controlling interest, yes. 

18 

Q. 

Taking MAI as an example, what did 


19 it mean in terms of your daily activities to own a 

20 controlling interest in a firm such as MAI? 

21 A. Strictly a holding company 

22 position. We had — I had no operational control, 

23 or I had no operational duties, just as a holding 

24 company. 

25 Q. All right. When you say "a holding 
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company," what do you mean? 

A. I mean, we controlled the stock, 

and, you know, we had theoretical control and as a 
member of the board. I think at MAI, I was even 
chairman of the board maybe. I don't recall 
exactly who was chairman. 

Q. And when you say you had no 

operational control, are you suggesting to us that 
there were people who ran MAI day to day? 

A. Yes, there was a president and 

obviously officers. We were not controlling it at 
all. I mean, the company is headquartered in 
California, I live in New York, for example. 

Q. So, MAI was a company that was in 

the state of California? 

A. Correct, headquartered there. 

Q. And it had officers and employees 

who ran the company day-to-day? 

A. That's correct. 

Q. And what sort of accountability to 

you holding the controlling interest did a firm 
such as MAI have? 

A. Just as a director, normal board of 

directors type of accountability. 

Q. Make a profit? 
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A. Make a profit. 

Q. Don't lose money? 

A. Don't lose money and have board 

meetings every so often, review the stance, review 
the position. 

Q. Continue on and expand the business? 

A. Yes, give monthly reports probably, 

also. 

Q. Okay. And at or about the time 

that you acquired Liggett, did you have 
controlling interests in companies other than MAI? 

A. Not of any significance, no. 

Q. There were smaller companies that 

you owned as part of LeBow Industries? 

A. I'd have to go back and check the 

time, somewhere around in there or later than that 
or earlier — I don't recall exactly — but there 
were a couple of other smaller companies that we 
were involved in at the time. 

Q. And those were under "LeBow 

Industries"? 

A. I'm not sure — different 

structures. 

Q. Did you have a controlling interest 

in those smaller firms, as well? 
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A. Yes. 

Q. And did you deal with them much in 

the same ways you've dealt with MAI? 

A. Yes. 

Q. All right. How is it that you came 

to acquire Liggett? 

A. It was brought to me as a possible 

acquisition by some — by some bankers. 

Q. As of that time, had you had any 

experience whatsoever in the tobacco industry? 

A. No. 


Q. You understood when these 

investment bankers brought you this opportunity 
that Liggett was a tobacco company? 

A. Obviously, yes. 

Q. In deciding whether or not to 

acquire Liggett, did you engage in a process 
called "due diligence"? 

A. Not very much, no. 

Q. You understand what that term 

refers to? 


A. 

Q. 

diligence" 

A. 


Yes . 

Describe what you understand "due 
to mean. 

To go and check the books and 


P .0. 


BOX 18188, 
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records of the company and verify what's being 
represented to you. 

Q. So that if somebody tells you, "We 

have a hundred employees," one way of doing due 
diligence is to ask for the payroll records or the 
personnel records to see if there are, in fact, a 
hundred employees? 

A. That's correct. 

Q. Or conversely, if somebody sells, 

"We sold a million dollars' worth of product next 
year," you ask to see the records that correspond 
to that sale; that's due diligence? 

A. Correct. 

Q. And when you say you did very 

little with respect to Liggett, what did you do, 
and explain the reasons for doing what you did? 

A. We did almost nothing, because in 

this case, the seller was a large corporation, and 
I made the seller represent and warrant all the 
information, so it's the kind of thing you check 
after the fact and you don't have to bother 
checking before the fact to any great extent. 

Q. The seller of Liggett was a company 

called Grand American? 

A. Grand Metropolitan. 
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1 

Q. 

Grand Metropolitan, I'm sorry 

2 

It's a British 

firm? 

3 

A. 

That's correct. 

4 

Q. 

And is it a very large firm? 

5 

A. 

Very large. 

6 

Q. 

And I take it having acquired 


7 companies in the past, there's basically two ways 

8 to go about checking out a company; one is to do 

9 due diligence in advance, right — 

10 A. Correct. 

11 Q. — and the other is to get the 

12 seller, in this case. Grand Metropolitan, to 

13 represent to you and warrant to you the condition 

14 of the company? 

15 A. That's correct. 

16 Q. Is that the way you chose when you 

17 acquired Liggett? 

18 A. That's what I did, yes. 

19 Q. And explain if you would what 

20 representations and warranties in this kind of a 

21 transaction mean? 

22 A. It means that they guarantee you 

23 that what they are telling you is correct, that 

24 the books and records, you know, say these things, 

25 and if it turns out the books and record don't say 
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1 those, are not correct, then you have recourse 

2 back to them to make up the difference. 

3 Q. So, just to use an example, if they 

4 had said to you, "Mr. LeBow, Liggett makes 20 

5 million dollars' profit on an annual basis," and 

6 you accepted that representation, you buy the 

7 company, you come to find out later that it's not 

8 20 million, it's 10 million, you would have 

9 recourse back against the seller for the 10 
10 million dollars; is that what you're saying? 


11 

A. 

That's correct 

, or a multiple 

12 

thereof. 



13 

Q. 

Or a multiple 

thereof. 

14 


And why was it 

that you chose the 


15 representations and warranties route rather than 

16 the due diligence route when you sought about 

17 acquiring Liggett? 

18 A. I almost always do it that way. I 

19 won't — I don't have the staff to do a huge due 

20 diligence. It doesn't really mean much anyhow, so 

21 that's normally the way I do it — do every deal. 

22 Q. Did you do any due diligence about 

23 Liggett before actually acquiring it? 

24 A. As I said before, virtually nil, 

25 virtually none, other than maybe just meeting the 
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management. I may have taken a trip down there to 
see the company, that type of thing, maybe spent a 
day or two there. 

That was the extent of it. 

Q. Did it appear to you at the time 

that Liggett was a good opportunity for you? 

A. Yes. Again, you also have to look 

at the price you're paying, vis-a-vis, the price 
we are paying, yes, it looked like a good 
opportunity. 

Q. And why was that? Why did it 

appear to you to be a good opportunity? 

A. Because we were paying what 

appeared to be less than the book value. 

Q. What does "book value" mean? 

A. The net worth of the company, the 

net value of the company on its assets less its 
liabilities, so we were paying a little bit less 
than that value, and we had guarantees from Grand 
Metropolitan, so the downward risk seemed very 
small. 

Q. About how long did it take to 

consummate the transaction from the time the 
investment bankers first brought it to you until 
the ink was dry on the agreement? 
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A. About two — two to three months, 

in that time frame. 

Q. Had you wanted to do and had the 

staff to do a full due diligence examination, how 
long would that have taken? 

A. A month. 

Q. Was there some time pressure 

associated with the transaction? 

A. Yes. 

Q. And what was that? 

A. They gave us a deadline, the 

seller, that we had to close by a certain date. 

They had some reason they must — they wanted to 
close by a certain date. Exactly what it was, I 
don't recall. 

That was the only time pressure. 

It was self-imposed by them. 

Q. And at the time that you acquired 

Liggett, did you do anything then in 1986 to 
determine what it was that Liggett knew about the 
tobacco products that it sold in terms of their 
health effects? 

A. No. 

Q. Did you do anything at that time to 

find out what Liggett knew about the addictive 
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1 

qualities, if 

any, of its products — 

2 


A. 

No, I didn't do anything. 

3 


Q. 

— or how it conducted its 

4 

advertising? 


5 


A. 

No, I didn't do anything. 

6 


Q. 

— or marketing? 

7 


A. 

No. Again, we did no due 

8 

diligence. 


9 


Q. 

And when you acquired the company. 

10 

it had 

a management in place, did it not? 

11 


A. 

Correct. 

12 


Q. 

Did you keep all those people? 

13 


A. 

Yes. 

14 


Q. 

A corporation is typically run by a 

15 

board? 



16 


A. 

Actually, it's run by the president 

17 

and his 

officers. 

18 


Q. 

And they answer to a board? 

19 


A. 

To a board, yes. 

20 


Q. 

And then when you acquired Liggett, 

21 

did you 

acquire one or more seats on the board? 

22 


A. 

Well, actually, we acquired control 

23 

of all 

the board seats. 

24 


Q. 

How many board seats were there at 

25 

Liggett 

when 

you took control? 
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A. I don't think — I don't know if 

there were any. It was a wholly owned subsidiary 
of Grand Metropolitan, so I don't know if they had 
a board. I really don't know. 

Q. When you took control of the 

company, did you install directors? 

A. Yes. 

Q. And who were the directors at first? 

A. I don't recall. I'm sure I was one 

of them, and I'm sure the president of the company 
that was running the company was one of them. The 
rest of the directors, I don't recall who they 
were. 

Q. When you first acquired the 

company, do you recall any significant management 
changes in terms of the day-to-day operations of 
the firm? 

A. No, we made absolutely no changes. 

Q. And how long was that true, that 

management that was there when you acquired it 
stayed in place? 

A. Well, I think the president stayed, 

I don't know, a good five years maybe until he 
retired. I don't recall exactly when he retired. 

You know, I would think it's five, six years 
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later, something of that nature. 

Q. Do you recall who that was? 

A. Yes, Mr. K.V. Dey — K.V. Dey, 

D-E-Y. 

Q. And were there a number of vice 

presidents under Mr. Dey? 

A. Yes. 

Q. And you recall that some number of 

them stayed more than a year after you took 
control of the firm? 

A. They stayed with Mr. Dey all 

along. Some stayed even after he retired, so 
exactly when which one left, I don't recall 
exactly the timing there, but most of them, we had 
made absolutely no changes until probably '93 — 

'92/'93 after he retired. 

He retired, I think, in '91, if I 
had to guess, just thinking about it. 

Q. Owning a controlling interest of a 

company like Liggett, I take it you had the right, 
if you chose to, to go in and clean house and fire 
everybody? 

A. The board of directors, which we 

controlled, had the right, that's correct. 

Q. And if you chose to, you could have 
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gone in and changed policy at Liggett? 

A. Well, no, you change management, 

and the management would change policy. 

Q. In accord with what the board wants? 

A. Yeah, that could be done. 

Q. And when you acquired Liggett, you 

left it exactly as it had been the day before you 
acquired it? 

A. That's correct. We had no reason 

to even suspect changing anything. I didn't want 
to change anything. 

Q. And as far as the day-to-day 

operations of Liggett was concerned from and after 
the time you bought it until recently, that firm 
continued to operate as it had in the prior period 
of time before you took control? 

A. That's correct. 

Q. In leaving management in place, did 

you rely on their background and experience in 
doing what they had done for Liggett? 

A. They had been there for many, many 

years. 

Q. How long had Mr. Dey been there? 

A. I don't know, but I'm sure, you 

know, 20, 30, 40 years. 
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1 Q. A long time? 

2 A. A long time — the whole management 

3 team had been there a long time. 

4 Q. So, is it true that Brook Group, 

5 which owned Liggett, relied on Liggett management 

6 to run that business? 


7 

A. 

Absolutely true. 

8 

Q. 

Wholly and completely? 

9 

A. 

Wholly and completely. 

10 

Q. 

And is it also true that you relied 

11 

on Liggett 

management to make appropriate business 

12 

decisions 

about every aspect of the business? 

13 

A. 

Absolutely. We never got involved 

14 

at all. 


15 

Q. 

And is it also true that you relied 

16 

on Liggett 

management and their inside and outside 

17 

counsel to 

make legal decisions incident to the 

18 

company's 

business? 

19 

A. 

Absolutely true. 

20 

Q. 

Before 1995, did you ever inject 

21 

yourself or Brook Group into the day-to-day 

22 

operations 

of Liggett? 

23 

A. 

Temporarily in — again, I'm 

24 

guessing. 

late '92 or early '93, we temporarily — 

25 

myself and 

one of my partners, we had to get 
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involved, because we had a problem with the new 
management we'd put in, so we got involved for a 
few months, period, until we found a new 
manager — about three, four months we were 
involved. 

Q. And that was at about the time that 

Mr. Dey left? 

A. Mr. Dey left and then an individual 

who was head of manufacturing had been there for 
30, 40 years was put in charge for about a year, 
year and a half, and then we got rid of him, and 
at that point, myself and two other people, you 
know, as a committee was running the company for a 
few months until we found a new tobacco executive 
to come in. 

Q. And that was sometime in '92/'93 

time frame? 

A. Wait, maybe I'm wrong timewise. 

Now I'm thinking. 

No, I take it back. It was later. 
This was — no, it was probably '92 — I would 
have to go back and check my notes now. I'm 
getting confused on the time frames and the 
presidents — yeah, '92/'93. 

Let's go back. Mr. Dey, I guess, 
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left — he must have left earlier, like '90, and 
then a Mr. Turner was there for about a year, year 
and a half, and then I brought another group of 
managers in, nonconsumer experts — consumer 
product experts for a couple of years to run the 
company. After they left is when myself and these 
other two gentlemen went in on an interim basis to 
run it before we found a tobacco executive. 

Q. And who was the tobacco executive 

that came in? 

A. Ed Horrigan, and this was in like 

late '92/early '93. 

Q. In that three or four-month period 

of time that you and colleagues ran the company — 

A. As a committee, yes. 

Q. — during that time, did you make 

any decisions that you can recall relative to any 
litigation against the company? 

A. No. 

Q. What sorts of things did you attend 

to in that three to four-month period? 

A. We just tried to, you know, keep 

things running while we replaced management. It 
was strictly a temporary thing. It was announced 
as an interim thing for about three, four, five 
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1 months. 

2 Q. And if we just broadly look at the 

3 period 1986 to 1992, up to the time you spent 

4 three or four months running Liggett, would it be 

5 true that Liggett was to you a company in which 

6 you had a controlling interest; yes — 

7 A. Yes. 

8 Q. — and a company that only reported 

9 really to you through its management? 


10 

A. 

That' s 

correct. 


11 

Q. 

And only reported to you in sort of 

12 

a bottom-line 

sense: 

Are we making money? Are we 

13 

losing money? 




14 

A. 

That' s 

all we saw. We 

got monthly 

15 

report on the 

financials, and that was 

it. By the 

16 

way, time is 

getting 

better. I think 

it was now 

17 

'93 when we ran it, during early '93 was the time. 

18 

Q. 

Well, 

we'll use that time frame. 

19 

A. 

Again, 

I'm trying to get it to a 

20 

six-month period. 



21 

Q. 

We won 

't hold you to it 

exactly. 

22 

A. 

Okay. 



23 

Q. 

After 

this short stint 

running the 

24 

company, did 

you ever 

run it hands-on 

again up to 

25 

today? 
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A. No. Again, I didn't even run it 

hands-on during that period of time. I was there 
for a day every two weeks type thing, to make 
sure — in theory, we had the title, but we were 
never there full-time operating the company. 

Q. Because you still had vice 

presidents running the company? 

A. Right, they ran it for the period, 

but we had the official title of being 
co-executive officers — chief executive 
officers. 

Q. And who shared that with you? 

A. Two other gentlemen. 

Q. And their names are — 

A. Richard Ressler and Rubin 

Chakalian, C-H-A-K-A-L-I-A-N. 

Q. After that period of time in '93. 

up to the present, your focus about Liggett 
unrelated to the cigarette litigation in the last 
two years or so has been on whether the company 
made money or lost money? 

A. No, I had other companies to watch 

and worry about. Brook was just a holding 
company, held Liggett, hold MAI at this time. 

Western Union, bunch of companies we held stock in 
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and we managed and watched. 

Q. You mentioned Western Union. When 

was Western Union part of Brook Group? 

A. It was purchased in '87 — the end 


of '87. 


' 95 - 
Brook 


of? 


Q. And how long did you hold it? 

A. We sold it — it was sold in late 

- excuse me — late '94 or early '95. 

Q. So, at the time Liggett was part of 

Group, so was Western Union and so was MAI? 
A. That's correct. 

Q. Any other firms that you can think 


A. Couple of the other smaller ones. 

They were the main holdings, though. 

Q. When was it, Mr. LeBow, that you 

first thought about or considered cigarette 
litigation or tobacco litigation that involved 
Liggett? 

A. I had known about it obviously 

since day one, since the beginning, but never paid 
much attention to it. 

In 1980 the Trubalone trial came 
and went, which Liggett was a defendant, but I 
never paid much attention to it at all. 
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Q. You knew at the time you acquired 

the company that Liggett was a party to cigarette 
cases? 

A. Yes. There were 20 some odd cases 

at the time, I think, just approximately. 

Q. And how did you assess that 

situation? I mean, what did you think Liggett's 
potential liability would be for those cases? 

A. Well, I was told by all the 

attorneys involved, meaning Liggett inside 
attorneys and outside attorneys that there was 
never no issue, the company has never paid a penny 
in 40 years, and there's nothing involved in this 
so I didn't focus on it at all. 

Q. They assured you that the track 

record had been good — 

A. Right. 

Q. — and everyone figured the track 

record would continue out into the future? 

A. I really didn't even focus on it at 

all. You know, there was no liabilities around, 
and a few lawsuits here and there didn't mean 
anything. 

I mean, there was a preemption. 

The Supreme Court had ruled or was about to rule 
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on the warning label, the preemption issue, and it 
seemed to make sense, what they were telling me. 

Q. You mentioned the warning labels 

and preemption. 

Go into that a bit more, if you 
would, in terms of its significance to you. 

A. Well, I was told that since 1967, I 

believe it is, the warning labels on cigarettes 
have warned people about the dangers of smoking, 
and this preempted them — hence the word 
"preemption," this preempted anyone from bringing 
a satisfactory lawsuit against any of these 
dangers, because they had been warned and the 
Supreme Court ruled that to be true. 

I think this ruling came out in the 
late '80s, early '90s, something of that nature. 

Q. When you first acquired Liggett, 

did you personally give any thought to whether the 
products that the company was selling caused any 
harm? 

A. Well, I saw the warning labels and 

knew about that, so obviously, I was aware of that. 

Q. Did you think at that time in 1986 

that nicotine in cigarettes was addictive? 

A. I never focused or thought about it 
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at all. 

Q. And did you think at all in 1986 

about whether or not advertising or marketing 
activities were directed at young people? 

A. I didn't think about it much, 

because Liggett did very little advertising, so I 
— A, I didn't think about it, and B, we had very 
little advertising, and still do to this day, we 
were just not focused on advertising at all. 

Q. From and after the time you 

acquired Liggett in 1986, did you become involved 
in any industry activities — you, yourself? 

A. No. 

Q. Ever? 

A. Ever. 

Q. Up to today? 

A. Up until today. 

Q. So, you've never represented 

Liggett at any tobacco industry meetings or 

functions or conventions or — 

A. I think there was one function from 

UJ, honorary thing, dinner I went to once maybe 
six, seven, eight years ago. That was it. I 
never went to any meetings or anything else. 

Q. Liggett did have representatives 
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for the company that attended, for example. 

Tobacco Institute meetings? 

A. I believe they did. Again, the 

management did. 

Q. And for some years, Liggett was a 

member of the Council for Tobacco Research? 

A. I guess. I don't know for sure. 

Q. But whoever those people were that 

represented Liggett, it was never you except for 
that one charity instance you mentioned? 

A. It was not me and it was not any of 

the Brook people, never. 

Q. Let's jump forward in time. 

A. Uh-huh. 

Q. Just to bracket this a little, 

Mr. LeBow. 

It was in late 1995 that you first 
focused on what you were being told by your 
lawyers? 

A. That's correct. 

Q. We'll get to those things in a 

couple of minutes. Let's just talk about that 
period of time from '86 until '95. 

During that period of time, '86 to 
'95, including the three or four months that you 
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had the title at Liggett — 

A. Uh-huh. 

Q. — did you at any time investigate 

what the company knew about the health effects of 
smoking? 

A. Only two instances happened during 

that period of time which had me focus on it. 

One was, I was deposed by 
Mr. Rosenblatt down in Florida at a deposition, 
and I think for the first time, I met one of the 
outside counsel's during that deposition, and the 
other time was, I happened to be at Liggett just 
going over financials in, I guess it was '94 when 
Mr. Horrigan was preparing for his Congressional 
testimony and we had a little conversation at that 
point, and towards the end — towards '94/'95, 
after that, I started asking the inside counsel 
for all some reports, because I didn't understand 
all these issues, who was suing, what was suing. 

I started to look at it a little deeper and get 
some reports — ask for some reports in '94/'95 to 
get some feel for things. 

Q. The deposition you mentioned was in 

1993 in the summer? 

A. Yes, I believe so. 
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1 Q. And it was in the course of 

2 preparing for that deposition that you met for the 

3 first time one of Liggett's outside lawyers? 

4 A. Either the first time or second 

5 time. I may have met him briefly — I probably 

6 met him briefly a year or two before. 

7 Q. And "outside lawyer" refers to a 

8 lawyer that is not directly employed by Liggett? 

9 A. Inside, right. He is outside, 

10 works for a law firm outside the company, as 

11 opposed to working for the company. 

12 Q. And which firm was that? 

13 A. At the time, I believe it was 

14 Webster & Sheffield, name of the firm. 

15 Q. And did you and this lawyer as you 

16 were preparing for your deposition in 1993 talk 

17 about what the company knew about the health 

18 effects of smoking or whether or not nicotine was 

19 addictive? 

20 A. We talked a little bit about it, 

21 yes. 

22 Q. What was the substance of the 

23 conversation? 

24 A. You know, he said to me, you know, 

25 "One of the questions that may be asked is whether 
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nicotine is addictive or not," and I said, "In my 
case, I didn't think it was that addictive, 
because I stopped smoking 20 or 30 years ago, so 
I'll answer my own personal basis," and as far 
as — if I was asked questions about the health 
effects, he advised me to say "No one has never 
proven anything, no one knows," and so forth, so I 
believe I answered, "I really don't know." 

That was the essence of the 

conversation. 

Q. The other instance you mentioned is 

in 1994 when Mr. Horrigan was preparing to testify 
before Congressman Waxman's committee; right? 

A. Correct. 

Q. And you and he had a conversation 

at that time? 

A. Yeah. I didn't know anything about 

it. I just happened to be there at Liggett and I 
saw him preparing all day long with the lawyers 
for this deposition or hearing or whatever, and I 
just inquired, "What's going on? What's this all 
about," and he was all nervous and everything that 
he had to go to Washington and appear before some 
committee, and that was the extent of it. 

Q. Did you learn anything in the 
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1 course of that conversation — 

2 A. No, I didn't talk over any details 

3 with him about it. 

4 Q. Okay. And then it was in 1995, I 

5 think, that you, yourself, first focused on the 

6 question of smoking and health? 

7 A. Yeah. I started then asking the 

8 attorneys, the one — the attorneys in-house in 

9 Liggett. It's Joe Murray who was the attorney — 

10 the main attorney for Liggett, to start sending me 

11 some reports about some things. I wanted to start 

12 understanding more about the legal aspects, 

13 because I didn't really understand any of it. He 

14 did start sending me, I guess, once a month a 

15 status report on the litigation in '95. 

16 Q. What sort of information was 

17 contained on the status reports that you got? 

18 A. What the Plaintiffs were 

19 basically — what the case was, what the issues 

20 were, more legal than anything else, what the 

21 status — how many lawsuits we had, what the 

22 status of each lawsuit was, things of that nature, 

23 just to get better information what was going on, 

24 which I had never, you know, asked for before. 

25 Q. And in the reports that you got 
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from Mr. Murray, he told you, I take it, what the 
issues were, what the claims were about? 

A. Correct. 


4 Q. And did you inquire at that time as 

5 to what Liggett's answer was or response was to 

6 those things? 

7 A. No, I just, you know, filed the 

8 reports in my — you know, myself, and just wanted 

9 to know — just wanted to be kept abreast. I did 


10 

not 

delve into 

it in any detail. 

11 


Q. 

How long had Webster & Sheffield 

12 

been 

Liggett' s 

outside counsel? 

13 


A. 

As far as I — as long as I know. 

14 


Q. 

Long time? 

15 


A. 

Long time — 20 years, 30 years. I 

16 

have 

no idea. 


17 


Q. 

And had that firm done all of 

18 

Liggett's tobacco-related work? 

19 


A. 

Yes, that's all they did do for 

20 

us - 

- tobacco 

litigation-related work? 

21 


Q. 

Yes. 

22 


A. 

Yes. 

23 


Q. 

Mr. Murray, how long had he been at 

24 

Liggett? 


25 


A. 

Again, 20 years. I don't know 
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exactly how long. 

Q. And in getting information from 
both the outside counsel from Webster and from 
Mr. Murray, did you rely on that information? 


A. 

Absolutely. 



Q. 

And did you accept 

it as 

true? 

A. 

Yes. 



Q. 

What happened, Mr. 

LeBow, 

in 1995 


that caused you to investigate further? 

A. Well, a few things happened. First 

of all, Webster & Sheffield, I think, a couple 
years earlier had dissolved and the group of 
attorneys had gone to another firm called Mudge, 
Rose, so just the same attorneys, just an outside 
law firm. 

A couple of strange things happened 
in '95 which started me to really start thinking 
seriously that I don't understand what's going on 
here. 

The first thing that happened was 
in September of '95 or so, — Mudge, Rose, this 
law firm was dissolving. They had their own 
problems. The firm was breaking up and this group 
of attorneys came to me and said, you know, they 
would like to go to another law firm, would I 
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agree for them to go to another law firm? 

I said, "Which law firm," and they 
told me Latham & Watkins," and I said, "I don't 
know. Let me call you back, let you know." 

And I had known — I had met Mark 
Kasowitz from the Kasowitz, Benson, Torres & 

Friedman firm who were specialists in product 
liability, and I thought it was a good idea now 
for this group of attorneys, since Mudge, Rose was 
breaking up, to go to this firm where I knew the 
people, and so I suggested instead of going to 
Latham, Watkins, they go to Kasowitz's firm and 
take the business there, the reason being, I could 
get — you know, I had a better relationship with 
the senior partners there. I didn't know any of 
the Mudge, Rose senior partners, or any of the 
Latham, Watkins partners, for that matter, so they 
called me back two days later and told me if I let 
them go to Latham, Watkins, Philip Morris will pay 
all my legal fees, and I couldn't understand that. 
All of a sudden, Philip Morris wants to pay my 
legal fees? 

So, you know, I spent — you know, 
not to lick a gift horse in the mouth, so to 
speak, for the time being, I was very busy on some 
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other things. I said, "Fine, go there. Make an 
agreement with Philip Morris, let them pay the 
legal fees." 

It started me thinking something 
was right. I couldn't understand why my attorneys 
would be paid by one of my competitors. That 
really started me thinking that something is not 
right here. 

I'm sorry, go ahead. 

Q. No competitor had ever offered to 

pay your legal fees before? 

A. Or pay anything for me before. I 

mean, that's not the way it's supposed to be. I 
mean, I could foresee a case — it made no sense 
to me, because I could foresee an instance where 
we'd have a conflict. Philip Morris and I don't 
always see eye-to-eye on everything, or didn't at 
that time, obviously today don't, but it really 
bothered me. It really started me thinking, 

"There's something here I don't know." 

Q. And the amount of money involved 

was not small? 

A. No, it was like — it was like 

eight million dollars or so a year, something in 
that range. 
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Q. So that to the extent Philip Morris 

was willing to pick up Liggett's legal fees, it 
was a significant commitment on their part? 

MR. DIESETH: Objection. 

A. Well, that's relative, I guess, 

relative to Philip Morris — significant to us and 
meaningful to me, and really, like I say, it 
really started me thinking that something is not 
right here. 

Q. What else happened in '95? 

A. At the time, I was involved with a 

proxy fight with RJR, and in which the 
shareholders were all asking — not asking, but 
demanding that RJR break up its business between 
tobacco and food, Nabisco, and RJR was publicly 
and privately saying they can't do it because of 
all the litigation — tobacco litigation and I 
couldn't understand that. I said, "What tobacco 
litigation?" 

I said, "I have been told for years 
there are no tobacco litigation, just some issues 
around some crazy lawyers are trying to do and it 
made no sense, so between that and Philip Morris 
trying to pay my legal fees, I figured these guys 
are lying, they are not telling the truth. I 
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mean, something is not right, and that's when I 
decided these guys are just not telling me the 
truth. I'm not hearing the truth from these 
people, because these two events did not add up to 
me. 

Q. Didn't make any sense? 

A. Made no sense to me whatsoever, 

none whatsoever, and that's what started me, then 
I started conferring with the Kasowitz firm, the 
lawyers I wanted these people to go to, and I 
said, "I want to study this now. I really want to 
understand what's going on." 

Q. What instruction and direction did 

you give the Kasowitz firm when you first had them 
look into this? 

A. Well, when I first had them look 

into it, understand that I now really did not 
trust my own lawyers. When these two things 
happened, especially them accepting or 
recommending, worse yet, recommending that I 
accept Philip Morris' legal fees, I now felt very 
uncomfortable with them, so we had nothing to look 
at. We had no documents or anything to review. 

We had very little limited stuff, so I figured the 
best way to find out — really find out what's 
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1 going on is say, "Look, let's talk to the other 

2 side." I mean, "Why can't we sit down and talk to 

3 the Plaintiffs in this case and try to figure out 

4 what's happening?" 

5 As it turned out, Mr. Kasowitz had 

6 a very good relationship with one of the other 

7 attorneys. He had just settled another case not 

8 involved in tobacco, involved in something else, 

9 and he had some preliminary meetings with him. 


10 

Q. 

And that was Mr. Barrett in 

11 

Mississippi? 


12 

A. 

That's correct. 

13 

Q. 

And Mississippi at the time was one 

14 

of the states 

that had filed suits? 

15 

A. 

That's correct. 

16 

Q. 

And you instructed or authorized 

17 

Mr. Kasowitz 

to have conversations with 

18 

Mr. Barrett. 


19 

A. 

Yeah, Mr. Kasowitz and Mr. Benson 

20 

here, also. 


21 

Q. 

Mr. Benson is here today with you? 

22 

A. 

That's right. 

23 

Q. 

And was that about settlement at 

24 

that point? 


25 

A. 

Well, it was initially about trying 
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to understand what was happening, what this was 
all about, because, you know, you can't understand 
these things until you really talk to people. 

Q. You weren't satisfied when you 

asked the Kasowitz, Benson firm to become involved 
that you had been told the truth about what the 
Plaintiffs' cases were about? 

A. That's correct, I was not 

satisfied. 

MR. DIESETH: Objection. 

BY MR. SILBERFELD: 

Q. And I take it both Mr. Kasowitz and 

Mr. Benson and maybe others then had conversations 
with Mr. Barrett and maybe others? 

A. That's correct. 

Q. And what did they tell you? 

A. They came back and told me that 

there's some serious issues here with these 
lawsuits, and I started to find out more about the 
issue about nicotine being addictive and people 
not being warned about it, and this was one of the 
main issues that the other side was talking about, 
and I started to get concerned about it. 

I said, "Maybe there's something 
here, I don't know. Maybe there's something here. 
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Let's sit and talk at the time and let's see if we 
could make a settlement, if we could," and started 
to understand it more. 

Q. Did the Kasowitz, Benson firm at 

some point look at some of Liggett's documents at 
your instruction? 

A. Not this point, no. I didn't want 

the others — the attorneys — my own attorneys to 
know what I was doing. 

Q. All right. So, as of this point in 

time when you first instructed the lawyers, 

Mr. Kasowitz and Mr. Benson, to talk to the 
Plaintiffs' lawyers, you hadn't looked at any 
documents through them? 

A. No, they hadn't looked at any 

documents and neither had I. 

Q. All right. And the reports you got 

back about the conversations with the Plaintiffs' 
lawyers, how did you react to that? 

A. I thought it was time to sit down 

and talk. I wanted to learn more about it. I got 
very curious. Things didn't make any sense. 

Again, I had these two events happening. I 
couldn't look at the documents, because if I 
looked at the documents, people would suspect, 
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1 what am I doing? I wanted to see documents. 

2 Q. Hadn't look at them for nine years? 

3 A. Never looked at them, ever, but I 

4 had an intuitive feeling that this isn't right, 

5 that something here doesn't add up. Why are these 

6 two major companies, one paying my legal fees, the 

7 other saying they can't do some things legally, 

8 why are they so concerned, if they are telling me, 

9 and they've been telling me for years — again, me 

10 through my lawyers, not directly, but through my 

11 lawyers that there's no issue here, that we win 

12 every lawsuit, we're going to beat everything, few 

13 lawsuits, no big deal, and I didn't believe them. 


14 


Q. 

You didn't believe them any more? 

15 


A. 

Any more. 

16 


Q. 

Had you believed them up to that 

17 

time? 



18 


A. 

I didn't focus, but — I believed 

19 

them. 

because 

I had no reason not to believe them. 

20 



MR. SILBERFELD: Why don't we take 

21 

five. 



22 



(Recess taken.) 

23 



THE REPORTER: We are back on the 

24 

record. 


25 

BY MR 

. SILBERFELD: 
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Q. Mr. LeBow, before we continue with 

the meetings that you had with lawyers from 
Kasowitz, Benson and the Plaintiffs' lawyers, I 
want to just step back for a moment if I may and 
ask you — sorry, start over — ask you whether at 
the time that you first acquired Liggett, you 
understood that Liggett cooperated in terms of 
positions it took with other tobacco companies 
that were also involved in cigarette or tobacco 
litigation? 

A. Yeah, I knew that — 

MR. BENSON: Objection. 

A. I knew that during this period of 

time from '88 — '86 when we bought it till — 
till then, till about '94 to '95, Liggett and all 
the other tobacco companies acted together and 
they were joint defendants in a lot of lawsuits, 
and Liggett being the smallest one, having only a 
2 percent, 3 percent market share, we kind of just 
went along with everybody else. 

BY MR. SILBERFELD: 

Q. From what you understood about that 

approach to the defense of tobacco cases, were 
there leaders in the group? 

A. Yes, the major tobacco companies 
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were the leaders. 

Q. And who were they? 

A. Philip Morris and RJR, and 

sometimes, you know, depending on the case, in 
some companies had some cases in, some did not. 

Q. So, to a lesser extent. 

Brown & Williamson, Lorillard and Liggett would 
have power, if you will, in the defense group? 

MR. DIESETH: Objection. 

A. I really can't answer that, I don't 

know, because I wasn't involved in the 
discussions. I didn't follow them, like I said 
before, or know exactly who had power and who 
didn't have power. 

Q. But in a general sense, Liggett 

went along with the defense of the tobacco cases, 
along with the other companies? 

MR. DIESETH: Objection. 

A. It was my understanding, as I said, 

we were paying maybe 6 to 8 million dollars a 
year. The other companies were spending hundreds 
of millions of dollars a year for the same cases, 
so we were pretty much piggybacking on what they 
were doing. They were leading the defenses, 
spending hundreds of millions, and us spending 7, 
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8, 9 million, whatever it might be. 

BY MR. SILBERFELD: 

Q. All right. Before the break, we 

were talking about the conversations that your new 
counsel, the Kasowitz, Benson firm, was having 
with the attorneys representing some Plaintiffs, 
and this was in 1995 or early '96; is that true? 

A. That's true. 

Q. And at that time, other than the 

personal injury cases that were pending against 
Liggett, how many cases were pending at that time 
that had been brought by states or entities? 

A. I think there were six or seven, 

and there was this large class action called the 
Castano class action. 

Q. And that was a case pending in 

Louisiana? 

A. That's correct. 

Q. And what did you understand that 

case to be about? 

A. That's the first time I really 

understood that the case to be about nicotine and 
addiction, that people were not warned that 
nicotine is addictive and they had, you know, 
problems, vis-a-vis, nicotine. 
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Q. In the conversations that your 

lawyers — your new lawyers had with the 
Plaintiffs' lawyers, did they learn anything and 
report to you anything about whether smoking 
caused disease? 

MR. DIESETH: Objection. 

MR. MARKS: Objection. 

A. Well, again, I think we all knew 

this. These were all warnings on the cigarettes 
and everything else, so I don't think we focused 
on the causation pretty much at that time, because 
I kind of, in my own mind, felt it to be true. 

There was nothing to argue about. 

BY MR. SILBERFELD: 

Q. Did you know when you first sent 

Mr. Kasowitz and Mr. Benson off to talk to the 
Plaintiffs' lawyers what legal position Liggett 
had taken on the question of whether smoking 
caused or contributed to the development of 
disease? 

A. I assume we had taken the standard 

position, the Liggett in-house lawyers and these 
Liggett outside lawyers, had taken the same 
position they had taken for the past 20 or 30 
years, that position being pretty much, although 
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it may be true, it's never been proven, this type 
of thing. 

Q. And at the time these conversations 

were going on with the Plaintiffs' lawyers in late 
'95/early '96, do you know what Liggett's stated 
official position was on the question of whether 
nicotine was addictive? 

A. I don't exactly, but I suspect it 

was one of, "We don't — it's never been proven," 
this type of position. 

Q. After the first round of 

conversations between your new lawyers, 

Mr. Kasowitz and Mr. Benson and their firm, and 
the Plaintiffs' lawyers, did something else occur 
in terms of getting information? 

A. No, not during this time. 

Q. When was it that you next had 

conversations with some of the state attorney 
generals or the private lawyers representing the 
states? 

A. Well, Mr. Kasowitz and Mr. Benson 

had some conversations with the lawyers and felt 
that we could — we could strike a deal with the 
Plaintiffs at this point in time, and I authorized 
them to set up meetings. We met — we all — 
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"Let's all meet together face-to-face and try to 
hammer out a deal and try to understand each 
other's positions." 

Q. And did you attend one or more of 

those meetings? 

A. Yes. 

Q. And in the course of that, did you 

learn more about what the issues in these smoking 
cases were? 

A. Yes. 

Q. What did you learn? 

A. I learned that nicotine was a major 

issue, which I never realized before, that the 
addiction of nicotine was the major issue that 
everyone was focusing on. 

Q. And this applied to both the state 

cases and the Castano case? 

A. That's correct. 

Q. And was that the first time that 

you really saw nicotine as being a major issue in 
these cases? 

A. Yes. 

Q. And did these Plaintiffs' attorneys 

and the Attorneys General tell you and your 
lawyers in the course of these meetings that they 
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firmly believed that nicotine produced an 
addiction, nicotine in cigarettes? 

MR. DIESETH: Objection. 

A. Yes; yes. 

BY MR. SILBERFELD: 

Q. What was your reaction to that? 

A. I thought intuitively, they were 

correct. I mean, to me, it made some sense, and 
the only thing, I was a little confused, because I 
have seen people quit, and I have seen people, you 
know, who can't quit, so again, not being a 
scientist or an expert in this area, just as a 
layman, I was somewhat confused at this point in 
time, but I thought they had, you know, an 
interesting aspect of things. 

Q. Did you do anything to try to deal 

with the confusion you were feeling at that point? 

A. No, at that point, I had no 

resources to do that. I mean, I couldn't even 
call up and ask my own people at Liggett, because 
I would not talk to any of them at that time, we 
were doing all this in secret, these 
negotiations. 

Again, my own in-house attorneys, I 
didn't feel were necessarily looking at for my own 
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Or the interests of the company? 
Or the interests of the company. 
Or the interests of the 


best interests 

Q. 

A. 

Q. 

shareholders? 

A. Or the interest of shareholders or 

the employees or however you want to do it. It 
did not make sense to me, the things they were 
saying and doing. 

Q. And did you at any point in time go 

to your outside lawyers, the ones who had gone to 
Latham & Watkins, to ask them what they knew about 
this topic? 

A. No. I considered them the same 

boat, the same boat as the in-house lawyers. I 
considered them all the same. I did not talk to 
any of them. 

Q. And that's because? 

A. That's because of what happened, 

these things — this thing with Philip Morris 
paying our legal fees. It bothered me a lot, and 
it was recommended to me by my in-house lawyers, 
and obviously, outside lawyers they went to 
Latham, Watkins and they took the money, and that 
bothered me. 
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Q. At some point in time, you struck 

an agreement with the Castano group? 

A. That's correct. 

Q. And you struck an agreement with a 

few of the states? 

A. Right, five of them. 

Q. And when was that, Mr. LeBow? 

A. It was in March, '96. 

Q. Why did you make that agreement? 

A. Well, couple reasons. First of 

all, Liggett being — again, being the smallest of 
the tobacco companies, we couldn't afford to lose 
anything. 

I mean, if we were to lose any 
one — one lawsuit, we would be bankrupt, so from 
an economic point of view, you know, it was the 
right thing to do, and I had a very, very wrong 
feeling about what the other companies were 
telling me. 

I mean, I started to hear, you 
know, some of the other side, which made a lot of 
sense. I mean, what they were saying to me about 
the Plaintiffs started to make some sense here. I 
said, you know, "I should settle this. This 
doesn't make any sense to go to court. Maybe 
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1 these guys are right, maybe nicotine" — 

2 obviously, nicotine probably is addictive. I 

3 didn't have any information at that time, but some 

4 of these facts, you know, made sense to me. 

5 Q. Did you make the agreements because 

6 you thought it was the right thing to do? 

7 A. And I thought it was somewhat the 

8 right thing to do, but again, at this point in 

9 time, I didn't have any facts. I didn't have any 

10 documents to look at. I didn't have any of my own 

11 inside experts to talk to. I had no one to talk 

12 to. I mean, I was just doing it on an intuitive 

13 basis, myself and just looking at the law at this 

14 point in time, and economics, actual facts about 

15 litigation, tobacco and cigarettes, I didn't have. 

16 Q. Fair to say that at this point, the 

17 economics, that is, if Liggett were to suffer an 

18 adverse result, that could have a detrimental 

19 effect on the company; those economics were a 

20 driving part of the original decision to settle? 


21 


A 

That was one of the driving parts. 

22 

yes. 




23 


Q 

Okay. And in addition 

to that. 

24 

what 

else 

drove that decision? 


25 


A 

At the time, again, as 
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was involved in this proxy issue with RJR, and RJR 
saying they could not split up the tobacco 
companies, other companies because of this 
litigation so the simplest thing was to go settle 
the litigation, which is what I did. 

Q. And, in fact, in settling that 

litigation in 1996, you provided a way for RJR to 
come out of it okay, didn't you? 

A. If they had — if they wanted to. 

It was up to the shareholder. It wasn't 
guaranteed they would, but it would be up to the 
RJR shareholders at that time if they wanted to do 
something. 

Q. And what was that provision? 

A. That provision — well, again, it 

was a settlement agreement — at that time in '96, 
it was two things; it was a settlement that. A, 
they can spin off Nabisco, take the food company 
out of the tobacco, and I forget the details of 
the economics of it, but it was a fair, economic 
settlement at that time. 

Q. And RJR could get the benefit of 

that agreement? 

A. If the shareholders of RJR agreed, 

yes. 
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Q. What — after the first settlement 

agreement in 1996, did you continue to learn more 
about what Liggett knew and when it knew it having 
to do with health and addiction? 

A. Well, right after the settlement, 

these lawyers from Latham, Watkins, I didn't have 
to fire them, they came in and fired me. They 
quit, because I went and made the settlement 
without them. 

Q. Tell us how that happened. 

A. I think we got a letter the next 

day saying they resigned from the case or a couple 
days later. They sent a letter saying they 
resigned, and I basically told the Kasowitz firm, 
"You take over," and I'm happy they resigned, 
because I was getting ready to fire them, so they 
quit. 

They sent us a letter resigning, 
and we were happy, although there were a couple of 
cases I think they had to stay on for some 
technical reasons. 

I then instructed the Kasowitz firm 
to get all the documents away from them. I put 
the Kasowitz firm then in charge of everything. 

A couple months later, I might add, 
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the in-house lawyers of Liggett, they quit, also, 
or I guess one or two people quit, Joe Murray — 
this gentleman, Joe Murray, I mentioned. 

Q. Did he tell you why? 

A. No, but it was obvious why. I 

mean, he just — they were obviously upset I 
didn't bring him to my confidence when I was 
negotiating the settlement. They did not know 
anything about it. They read about it in the 
newspapers the next day, so they all quit, and 
then I got all the documents back from 
Latham & Watkins and from the company and turned 
them over to the Kasowitz firm for study. 

Q. What did you tell the Kasowitz 

firm to do with the documents? 

A. I told them to do whatever they 

were supposed to do. I mean, I want to know 
what's in those documents. I want them to study 
them, and some of the documents were under 
subpoena, and it turns out some of them apparently 
weren't turned over to various courts and they 
immediately turned them over so they got their 
hands on them, lots of other things of that 
nature. 

So they spent about three, four 
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months studying them, and I never studied them, 
then we had a meeting. They gave me some 
briefings approximately what was in the documents. 

Q. What did they tell you was in the 

documents? 

A. They told me there were things in 

there that confirmed information, you know, about 
the addictive nature of smoking, that a lot of — 
also some things in there about, you know, 
obviously, the health effects of smoking, which 
the companies all knew, we knew, were never 
disclosed, you know, things of this nature, and 
there were certain documents that discussed that 
various lawyers were not releasing certain 
documents that should have been released — all 
the various things we've seen so far. 

Q. How did you react to that 

information? 

A. I then became, you know, doubly 

concerned, needless to say. 

This is now — we are talking like 
the summer of '96 — summer or fall of '96, so I 
then instructed the Kasowitz firm to immediately, 
"Let's start talking — talking to the rest of the 
Plaintiffs." 

STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsflMui^el/iW9§^0fl<pwlfndustrydocuments. ucsf.edu/docs/gthd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 


67 

By this time, other things happened 
legally, also. By this time, the Castano class 
action had been decertified, by the time we got 
through all the documents. 

In addition, many more states have 
filed lawsuits, you know, so now, we were up to a 
significant number of states, and the Castano 
thing was decertified and other lawsuits were 
coming, so I instructed them, "Let's see if we can 
settle this thing completely, have a global 
settlement of some sort," and we had conversations 
with Don Barrett again in this area. 

Q. Over what period of time after the 

Kasowitz firm finished their review of company 
documents — over what period of time did they 
advise you about what they had found? 

A. It was just on and on various 

periods of time, and again, it was just obvious 
what they had found, not to be — that things were 
not right and this was absurd to go around saying 
smoking is not addictive. It was absurd to keep 
saying "Smoking doesn't cause any problems," and 
people were still getting up saying that, so as 
soon as I heard all this, I said, "This is 
ridiculous. We have got to settle all these 
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lawsuits, and let's do the right thing now." 

Q. Did the Kasowitz firm tell you that 

they found information in Liggett's files and in 
the lawyers files that indicated that Liggett knew 
that smoking was addictive — 

MR. DIESETH: Objection. 

MR. SILBERFELD: — or that the 
entire industry knew it, or both? 

MR. DIESETH: Objection. 

A. Both. 

BY MR. SILBERFELD: 

Q. Did they have information in the 

files that indicated that smoking caused lung 
cancer? 

MR. DIESETH: Objection. 

A. I don't recall specifically lung 

cancer, but obviously, health problems. 

BY MR. SILBERFELD: 

Q. Disease? 

A. Disease, yes. 

Q. And did they tell you from the 

documents that they looked at, the fact that 
smoking causes disease was known by the tobacco 
industry? 

MR. DIESETH: Objection. 
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A. They pretty much said that, yes. 

BY MR. SILBERFELD: 

Q. And did they tell you that what 

they found in the documents indicated that smoking 
had been targeted to the young, smoking 
advertising? 

MR. DIESETH: Objection. 

A. Yeah, they said they found a couple 

of documents to that effect, yes. 

BY MR. SILBERFELD: 

Q. Was that a surprise to you? 

MR. DIESETH: Objection. 

A. That part was, yes. 

BY MR. SILBERFELD: 

Q. How did you react to that? 

A. I was very upset. It was 

ridiculous. 

Why are we doing this? This was 
also around the period of time when my grandson 
came to me at the time and he says to me, you 
know, "What kind of business are you in 
Grandpop-Pop," he calls me, and I said, "Cigarette 
business," and he said to me, "You mean like Joe 
Camel," and that's what did it. He said that, I 
said, "This is" — that just put another nail into 

STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsflMui^el/iW9§^0fl<pwlfndustrydocuments. ucsf.edu/docs/gthd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 


70 


my thought process, frankly. 

Q. How old was your grandson at the 

time? 

A. Six at the time — he's seven now. 

Q. When you got this advice from the 

Kasowitz, Benson firm about what they had found in 
the documents, what did you instruct them to do? 

A. To immediately call — like I said, 

Don Barrett and to Mike Moore, who is one of the 
Attorneys General, and said, "Let's talk about a 
global settlement here and see if we can negotiate 
something and make some sense and do the right 
thing," and we started negotiations, and this is 
now September/October time frame now of '96. 

Q. When you say "do the right thing," 

what do you mean? 

A. I mean, settle and disclose 

everything. 

Q. Because — 

A. Because, it is absurd. The 

industry's position for 40 years to me was totally 
absurd. It just — this confirmed what I had 
suspected. I now had confirmation what I had 
suspected six months earlier, and I wanted to 
complete the process. 
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1 

Q. 

And you had suspected six months 

2 

earlier that 

these things had been known all 

3 

along — 


4 

A. 

Yes. 

5 

Q. 

— by all the companies? 

6 


MR. VAUGHAN: Objection. 

7 

A. 

Yes . 

8 

BY MR. SILBERFELD: 

9 

Q. 

And that they hadn't disclosed it? 

10 

A. 

That's correct. 

11 


MR. VAUGHAN: Objection. 

12 

Q. 

And you were going to set about to 

13 

disclose it? 


14 

A. 

That's correct. 

15 


MR. VAUGHAN: Objection. 

16 


THE COURT REPORTER: I'm sorry, I 

17 

can't — 


18 


MR. VAUGHAN: I'm sorry, I'm going 

19 

as fast as I 

can to get them in. 

20 


THE COURT REPORTER: I have to have 

21 

time between 

the objection and the answer. They 

22 

are coming at 

the same time. 

23 


MR. SILBERFELD: I'm sorry. 

24 

25 

BY MR. SILBERFELD: 


STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacyJibrary.ucsflMui^el/iW9§^0fl<pwlfndustrydocuments. ucsf.edu/docs/gthd0001 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


CONFIDENTIAL 

72 

Q. Mr. LeBow, let me just indicate to 

you — I think your counsel would say the same 
thing — in the course of this, there may be some 
objections — 

A. Okay. 

Q. — What I'd ask you to do is pause 

for a second — 

A. Okay; okay. 

Q. — and let the reporter — if 

there's silence in the rest of the room, feel free 
to answer. 

If you hear something, hold off on 
your answer until the person stops speaking, all 
right? 

A. Okay. 

Q. All right. 

MR. VAUGHAN: Before we go on, I 
would like the record to reflect since the 
reporter was talking, I'm sure she wasn't typing 
at the same time, and I think the record should 
reflect that I had attempted to get a series of 
objections in between each question and answer, 
the last several questions. 

MR. SILBERFELD: To the extent 

they weren't recorded, you did say that and the 
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record should reflect that you did object at least 
to the last four or five in a row. I don't 
remember beyond that, frankly. 

THE WITNESS: Give him ten in a 
row — what's the difference? 

MR. SILBERFELD: All right. We'll 

give you ten in a row. 

BY MR. SILBERFELD: 

Q. Now I lost my place. 

Would you describe yourself as a 
man of conscience? 

MR. VAUGHAN: Objection. 

A. I would hope so. 

BY MR. SILBERFELD: 

Q. And was it in that spirit that you 

made the decision to enter into talks with the 
other side in these cases? 

MR. VAUGHAN: Objection. 

MR. DIESETH: Objection. 

A. Let me just be frank. I think it's 

that spirit, and also the spirit of, you know, of 
being an economic person and trying to protect my 
company, which I have to do, too, so those two 
issues together, you know, made sense. 

I mean, knowing now from Kasowitz's 
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firm what's in these documents, I mean, how could 
you go forward any other way? I couldn't 
understand how anyone could. I mean, to this day, 

I don't understand how these people are still 
standing up and saying smoking is not addictive, 
smoking doesn't cause problems. I mean, they are 
doing it as we sit here and talk about it. I'm 
just reading about it in various trials and things 
right now saying the same thing. To me, it's 
still absurd. 

Q. One of your motives was to save 

Liggett, if you could? 

A. That's correct. 

Q. And that's because the cases that 

were filed against Liggett posed a real threat? 

A. Like I said, Liggett could not 

even — could not afford to lose any one case. To 
make it even worse, Liggett could not even afford 
to post a bond to appeal a case. If we lose it, 
we couldn't go to appeals court. The other 
tobacco companies could just write a check and 
post a bond and appeal to the Supreme Court. We 
couldn't even afford to do that. 

Q. So, once you gave the instructions 

to the Kasowitz firm to talk further, what 
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happened next? 

A. We then had, you know, some 

meetings with the Attorneys General and the 
various Plaintiff attorneys, a series of meetings 
in October, November and December back and forth 
trying to negotiate this thing, and we had new 
agreements starting to be — to come together. 

Q. And a further agreement was made in 

March of 1997, isn't that true? 

A. That's correct. 

Q. And that agreement provided, in 

part, for financial terms, payments by Liggett? 

A. That's correct. 

Q. And it provided certain 

nonfinancial terms? 

A. That's correct. 

Q. The financial terms were necessary 

for Liggett to survive? 

A. That's correct. 

Q. In order to save Liggett, did you 

have to make some of the agreements that you made 
that didn't have to do with money — 

MR. VAUGHAN: Objection. 

MR. SILBERFELD: — or did you do 
those for other reasons? 
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1 MR. VAUGHAN: Objection. 

2 A. As long as you make — not as long 

3 as, but in the process of making a global 

4 settlement, it's time to make a global settlement 

5 of everything and come clean on everything, and I 

6 wanted to disclose everything at that time. 

7 There's no way you could make a 

8 settlement — an economic settlement and not 

9 disclose everything involved in that settlement. 

10 That makes no sense to me. 

11 BY MR. SILBERFELD: 

12 Q. What are the nonfinancial terms of 

13 the settlement that you agreed to? 

14 A. Well, one thing we agreed to was to 

15 release every document. We waived any 

16 attorney/client privilege that a lot of the 

17 companies were claiming on the documents. We 

18 waived all of our attorney/client privilege. We 

19 agreed to put out a public statement that, you 

20 know, smoking is addictive and smoking does cause 

21 all these health problems, and that, you know, the 

22 companies had marketed to children, things of this 

23 nature, so we did all those things, and there were 

24 a few others I don't recall offhand, but we did 

25 whatever made sense, which were the right things 
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1 

to do. 


2 

Q. 

Did you do each of those things 

3 

voluntarily? 


4 

A. 

Absolutely. We did it even more 

5 

than that. 


6 

Q. 

Did you enter into all of these 

7 

nonfinancial 

terms of the agreement that you made 

8 

in the spirit 

of full disclosure for the first 

9 

time in the history of the tobacco business? 

10 

A. 

Yes, we did. 

11 


MR. VAUGHAN: Objection. 

12 

A. 

Yes . 

13 

BY MR. SILBERFELD: 

14 

Q. 

One of the agreements that you made 

15 

was to issue 

a public statement? 

16 

A. 

That's correct. 

17 

Q. 

And in that public statement, you 

18 

personally said, "Smoking is addictive"? 

19 

A. 

That's correct. 

20 

Q. 

And the industry knew it? 

21 

A. 

Correct. 

22 

Q. 

You said, "Smoking causes health 

23 

problems"? 


24 

A. 

Yes . 

25 

Q. 

And the industry knew it? 

STIREWALT & ASSOCIATES 


P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacyJibrary.ucsflMui^el/iW9§^0fl<pwlfndustrydocuments. ucsf.edu/docs/gthd0001 



CONFIDENTIAL 


78 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


A. Yes. 

MR. VAUGHAN: Object. 

BY MR. SILBERFELD: 

Q. And in that statement, you said, 

"Advertising targets young people"? 

A. Yes. 

Q. And the industry knew it? 

MR. VAUGHAN: Objection. 

MR. DIESETH: Objection. 

A. Yes. 

BY MR. SILBERFELD: 

Q. One of the things you agreed to do 

was to put a warning on your branded products, 
right? 

A. Correct. 

Q. And the warning was going to be a 

warning in addition to the Surgeon General warning 
which had been on for a number of years, right? 

A. Correct. 

Q. And the warning you agreed to put 

on was a warning on the individual packages of 
cigarettes that said, "Smoking is addictive"? 

A. That's correct. 

Q. I have an example that I would like 

to put in front of you and have you just confirm 
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for me that it's your product. 

Pardon me for throwing it at you. 

A. No problem. 

Q. What you have before you is a 

package of Eve cigarettes. 

That's one of the Liggett products, 
is it not, Mr. LeBow? 

A. Yes, it is. 

Q. And on the side of the package is 

the Surgeon General's Warning; is it? 

A. That's correct. 

Q. What does that particular one say? 

A. Get my glasses, if you don't 

mind — 

Q. Here. 

A. I have them. Surgeon General's 

Warning, "Smoking causes lung cancer, heart 
disease, emphysema and may complicate pregnancy." 

Q. And then on the front of the 

package where if you flip the box open, if it 
wasn't in cellophane, if you flip it open, you 
would be looking at what it says at the bottom of 
the box, wouldn't you? 

A. You could see that through the 

cellophane, too. 
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1 

Q. 

No, I understand. 

2 

A. 

Yes . 

3 

Q. 

But when it's out of the 

4 

cellophane. 

you're looking at the front of the 

5 

box, aren't 

you? 

6 

A. 

Right, that's correct. 

7 

Q. 

The way the box opens with a flip 

8 

top? 


9 

A. 

Yes; yes. 

10 

Q. 

And what does it say at the bottom? 

11 

A. 

"Warning: Smoking is Addictive." 

12 

Q. 

Now, did your company, to your 

13 

knowledge. 

have to go through some regulatory 

14 

process with the government to get permission to 

15 

put that statement on there? 

16 

A. 

No. 

17 

Q. 

Did you seek the permission of 

18 

either the 

Food and Drug Administration or the 

19 

Federal Trade Commission or anybody in government 

20 

to make that statement? 

21 

A. 

No. 

22 

Q. 

You just did it? 

23 

A. 

We just did it. 

24 

Q. 

How long did it take you to do it? 

25 

A. 

Couple weeks. 
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Q. And that statement is on every 

branded Liggett product made today? 

A. To the best of my knowledge, yes. 

Q. And that was part of the agreement 

you made? 

A. That's correct. 

Q. Why was it important to you to have 

that statement appear on cigarette packages? 

A. It just showed our commitment to 

what we believe. 

In addition, we now are in the 
process of putting it on every one of our cartons, 
disclosure of all the ingredients. 

Q. To your knowledge, has any other 

cigarette company put a warning on it that says 
smoking is addictive? 

A. No. 

Q. To your knowledge, does any other 

cigarette company put on its cartons all of its 
ingredients? 

A. No, not to my knowledge. 

Q. Has the ingredients on the carton 

happened yet actually? 

A. I believe on some of the cartons. 

We were just starting right now. On L&M cartons, 
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1 I believe it has it. 

2 Q. In order to do that, that is, list 

3 all the ingredients on the cartons, did you get 

4 permission from any aspect of government to do 

5 that? 

6 A. No. 

7 Q. From the time you made the 

8 decision, I take it, it was a little more 

9 complicated to get all the ingredients on to the 

10 carton printing? 

11 A. Yeah. It just is a timing, issue 

12 but it's being done right now. 


13 

Q. 

It's taking a 

little longer? 

14 

A. 

Yes . 


15 

Q. 

And what will 

be on those cartons. 


16 what ingredients will be listed, Mr. LeBow? 

17 A. All the ingredients in each 

18 different cigarette. It's according to 

19 regulations that the Massachusetts Department of 

20 Health has put out. We are following their 

21 regulations. 

22 Q. You were involved in a process with 

23 the State of Massachusetts, weren't you? 

24 A. We gave testimony in one of their 

25 hearings, yes. 
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Q. About the disclosure of ingredients? 

A. Yes. We have no objections to it 

and we decided to follow it. It was totally 
voluntary. This was not in our agreements or 
anything. 

Q. Did any other cigarette company, to 

your knowledge, agree to abide by what the State 
of Massachusetts was trying to employ? 

A. No. I have been told that some of 

these cigarette companies threatened to pull their 
product out of Massachusetts completely, if they 
were forced to do this — on the contrary. 

MR. VAUGHAN: Motion to strike. 

BY MR. SILBERFELD: 

Q. One of the other agreements that 

you made that didn't involve financial terms was 
agreeing to the authority of the Food and Drug 
Administration. 

Do you recall that? 

A. That's correct. I believe we even 

did that in the March, '96 settlement, as well. 

It's not just '97 . 

Q. Explain your reasons for making 

that agreement. 

A. We thought it was right. I mean, 

STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsflMui^el/iW9§^0fl<pwlfndustrydocuments. ucsf.edu/docs/gthd0001 



CONFIDENTIAL 


84 


1 now that you know nicotine is a drug, I just had a 

2 feeling that it was the right thing to do, that, 

3 you know — you know — really, we don't sell to 

4 children. We don't want to sell to children, and 

5 someone should regulate this industry in that 

6 regard, so we agreed to this two years ago in 

7 1996. 

8 I mean, there were some issues, 

9 some areas of the agreement we couldn't abide by 


10 

until all the 

companies did, but subject 

to all 

11 

the companies 

doing it, we agreed to everything. 

12 

Q. 

You've seen the public debate about 

13 

whether nicotine is a drug? 


14 

A. 

Yes. 


15 

Q. 

Do you personally believe 

it is? 

16 

A. 

I believe in the way it's 

being 

17 

defined, yes. 



18 

Q. 

Do you believe it causes 


19 

physiologic effects on the human body? 


20 


MR. DIESETH: Objection. 


21 


MR. VAUGHAN: Objection. 


22 

A. 

I'm not a scientist, you 

know. I'm 

23 

not an expert. 

but I would suspect it does. 

24 

Q. 

You're satisfied, though. 

to 

25 

conduct your business having FDA control 

or 
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authority over what happens in cigarettes and how 
they are marketed? 

A. Absolutely. 

Q. To your knowledge, has any other 

tobacco company agreed the same way? 

A. Not the same way. They have agreed 

to — their settlement agreement does not permit 
at all unfettered FDA regulation. 

Q. To your knowledge, have the other 

tobacco firms made any attack on the FDA in terms 
of its control or regulation of nicotine in 
cigarettes? 

MR. DIESETH: Objection. 

A. Yes, they're in court right now 

attacking us — they have been. 

BY MR. SILBERFELD: 

Q. You mentioned that one of the 

things you agreed to was to waive the 
attorney/client privilege? 

A. Correct. 

Q. Now, what do you understand the 

attorney/client privilege to be? How does it work? 

A. My understanding is, if you have 

conversations with your own attorney, that these 
conversations or documents that you — or memos 
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that you and your attorney have created are 
confidential and should not be released. 

Q. And could be held private forever? 

A. And could be held theoretically 

private forever. 

Q. And by waiving that, you gave up 

the right to keep information confidential, 
private or secret, did you not? 

A. I felt it was important to get all 

this information out to the public, and we waived 
it. 

Q. Now, for some number of years, 

Liggett was engaged in the joint defense of cases 
with other tobacco firms; isn't that true? 

A. That's correct. 

Q. And you understood that in waiving 

the attorney/client privilege, you could waive it 
for Liggett, but you couldn't waive it for the 
others? 

A. That's right. I have no power over 

the other's decision. 

Q. And how did you instruct your 

lawyers to deal with that problem; that is, the 
privileges that would be asserted by the others 
for the work done jointly on behalf of all 
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companies? 

A. Well, it was jointly decided with 

the Attorneys General and everyone else that we 
would waive out attorney-client — the Attorney 
General in this case, that we would waive our 
attorney/client privilege and for the joint 
documents, we would turn them over to a court to 
determine whether these documents could be 
released or not. 

Q. And did that occur? 

A. Yes, we turned them over to many 

courts around the country. 

Q. So that as we sit here today, all 

of the Liggett-only attorney/client privileges 
have been waived? 

A. That's correct, they have been 

released. 

Q. And you've openly talked about what 

Liggett's lawyers told Liggett or told you? 

A. Correct. 

Q. And as to the joint privilege with 

the other tobacco firms, what Liggett has done is 
furnish to various judges and various places in 
this country the documents and let those judges 
decide what to do? 
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A. Correct. 

Q. As we talk today, Mr. LeBow, are 

there any attorney/client privileged documents 
that have not been either disseminated publicly or 
sent to judges? 

A. Of Liggett's? 

Q. Yes, sir. 

A. Well, I think we — these — any 

documents that we maybe have in the past year or 
so, you know, involved in these negotiations, we 
haven't waived, you know, attorney/client 
privilege on. 

Q. But beyond that? 

A. Beyond that, no — not to my 

knowledge, at least. 

Q. After the time that you had your 

present counsel furnish the joint privileged 
documents to various courts, do you know what 
happened in those courts? 

A. In some of the courts, the courts 

have found — I know definitely one court, the 
Court in Florida, has found these documents 
contain, you know, evidence of crime and fraud, 
and they should be released and the 
attorney/client privilege should be waived. 
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MR. VAUGHAN: Motion to strike. 

BY MR. SILBERFELD: 

Q. Do you know whether the other 

tobacco companies have agreed to the release of 
these documents or fought that? 

A. They have fought it tooth and nail 

from day one. 

As a matter of fact, when we first 
signed the agreement, they went to court in North 
Carolina to get an order preventing us from even 
turning them over to the courts, to the judges to 
review, and we finally got the judge in North 
Carolina to allow us to at least turn it over to 
other courts to review. 

Q. So, they tried to get a judge to 

prevent you from turning the documents over to 
judges? 

MR. DIESETH: Objection. 

MR. VAUGHAN: Objection. 

A. Yes, initially, they did. 

BY MR. SILBERFELD: 

Q. We'll come back to the terms of the 

agreement for — in a few minutes, but I just want 
to ask you something else at this point. 

Has your settlement agreement, both 
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of them, actually, all the settlement agreements, 
had an impact upon Liggett's business? 

A. It's had a negative impact, yes. 

Q. Describe that, if you would. 

A. Well, obviously, other tobacco 

companies have been very, very forthcoming about 
hurting us, or trying to. 

Q. Can you give us an example? 

A. Yes. Right after the second 

settlement in '97 — I don't know how this 
happened, but a letter was sent out to all the 
wholesalers in the country, all the tobacco 
wholesalers from the president of the wholesalers 
association stating that the wholesalers should 
not deal with Liggett, because Liggett went and 
did a settlement agreement which did not protect 
the wholesalers — and by the way, they say there 
in there, "We haven't read the agreement yet, but 
we're sure Mr. LeBow did an agreement which did 
not protect the wholesalers, and you might be 
sued. You're not protected," et cetera, et 
cetera. It was totally false and erroneous. The 
settlement agreements did protect all the 
wholesalers, but that type of thing did not help 
our business. 
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1 Q. Did Liggett products, in fact, get 

2 dropped from retail outlets? 

3 A. I don't know for sure, but 

4 probably. We don't know for sure, though. 

5 Q. The settlement agreement that you 

6 entered into in 1997 provides for the payment of 

7 money over the course of about 25 years — 

8 A. Correct. 

9 Q. — in order to fund the settlement. 


10 

make it 

possible for Liggett to pay it, Liggett 

11 

has to 

remain 

in business; isn't that right? 

12 


A. 

That's correct. 

13 


Q. 

And is that one of the reasons that 

14 

you remain in ! 

business? 

15 



MR. VAUGHAN: Objection. 

16 


A. 

Today, you mean? 

17 

BY MR. 

SILBERFELD: 

18 


Q. 

Yes. 

19 



MR. VAUGHAN: Objection. 

20 


A. 

Well, we are barely remaining in 

21 

business today 

— just barely. 

22 

BY MR. 

SILBERFELD: 

23 


Q. 

Knowing what you know about the 

24 

health 

effects 

of cigarettes, and knowing what you 

25 

know about the 

addictive nature of nicotine, it's 
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fair to ask, why do you continue to sell 
cigarettes? 

MR. DIESETH: Objection. 

A. Well, that's the business of 

Liggett. I don't have the power to close Liggett 
down, as people have said. If you did, the 
customers would just go to another cigarette 
company, so what would that accomplish? 

BY MR. SILBERFELD: 

Q. If you closed it down tomorrow, you 

couldn't live up to your agreement that you made, 
right? 

A. The financial aspects of it? 

Q. Yes, sir. 

A. Yes, obviously, we could not; yes. 

Q. What's your intention in terms of 

remaining in the cigarette business? 

A. We intend to remain in the 

cigarette business for the next generation. 

By definition, we'll be out of 
business in 25 years. If you're really not 
selling to children, we should have no customers, 
and neither should any other cigarette company, so 
every cigarette company should go out of business 
in 25 or 30 years. All the customers should be 
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gone. That's fine by us, and we support that a 
hundred percent. 

Q. One of the things that you agreed 

to in 1997 was that Liggett and Brook Group 
recognized and support the public interest in 
preventing smoking by or promotion of smoking to 
children and adolescents. 

Do you remember that statement? 

A. Yes. 

Q. Do you support that strongly? 

A. Pardon? 

Q. Do you support that strongly? 

A. Yes. 

Q. What is Liggett doing to make sure 

that children don't have access either by way of 
promotion or advertising to cigarettes? 

A. Well, we don't advertise and we 

don't promote to children, number one. 

We have agreed to all the FDA 
regulations, and the FDA is going to have a major 
say in the advertising promotion elements. 

Children do not buy discount 
cigarettes, which is Liggett. It's been shown 
that children buy pretty much branded cigarettes, 
like Marlboros, Camels, and so forth, so there's 
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very little we can do in the area to prevent 
children from buying Marlboros and Camels, that's 
up to the other companies to do. 

Q. You're satisfied if the FDA takes 

charge of this situation, appropriate regulations 
and rules will be made that will help on the issue 
of children and adolescents? 

A. Well, I think — 

MR. VAUGHAN: Objection. 

A. I think it will take more than 

that. What I think it will take is a new 
settlement agreement — not ours, but a new 
industrywide, national settlement agreement is 
being negotiated, that the marketing and 
advertising elements of that be followed. 

BY MR. SILBERFELD: 

Q. We talked a little earlier about 

the labeling on Eve cigarettes and the package 
that's before you. 

Liggett also sells cigarettes in 
places other than the United States; isn't that 
true? 

A. Liggett does not, really. Another 

company we own and control does. 

Q. All right. And one of the places 
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that company sells cigarettes is in Russia? 

A. Correct. 

Q. And will you commit to put the same 

sort of warning label, assuming it's consistent 
with Russian law, on the packages of cigarettes 
that the company that you control sells in Russia? 

A. Yes. We have already agreed to 

that. 

Q. All right. As you look back, 

Mr. LeBow, on the disclosures you've made and what 
the public stance of the industry has been about 
smoking and health and addiction, do you have an 
understanding as to why the industry took the 
positions for 40 years that it has? 

MR. VAUGHAN: Objection. 

MR. DIESETH: Objection. 

A. Yes, it's pretty obvious why. 

BY MR. SILBERFELD: 

Q. Why? 

A. Well, they had these documents 

totally contrary. If these things ever came out, 
it would be devastating to them. I mean, they 
just haven't told the truth the past 30, 40 years, 
and they have been hiding the documents through 
their lawyers pretty much. The lawyers, they 
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have been hiding them under the guise of 
attorney/client privilege, a lot of these 
devastating documents. 

Q. On the question of nicotine being 

addictive, did you get an understanding that one 
of the industry positions was that smoking is a 
matter of free will or free choice? 

MR. DIESETH: Objection. 

A. I heard that millions of times, 

yes. 

BY MR. SILBERFELD: 

Q. And did you understand that if 

nicotine was found to be addictive, that would 
contradict smoking as being a matter of free 
choice? 

MR. DIESETH: Objection. 

A. That's correct. Sorry, that's 

correct. 

BY MR. SILBERFELD: 

Q. Or that if nicotine was addictive, 

smoking was not a matter of free will anymore? 

MR. DIESETH: Objection. 

A. That's correct. 

BY MR. SILBERFELD: 

Q. And if nicotine was addictive, 
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maybe the personal responsibility of the smoker 
would be somewhat in doubt, because he's 
addicted? 

MR. DIESETH: Objection. 

A. That's correct. 

BY MR. SILBERFELD: 

Q. On the question of smoking and 

health or whether or not cigarettes cause disease, 
had you heard that the official position or stance 
of the industry was that there was doubt or a 
controversy about whether cigarettes caused 
disease? 

A. I heard it, I never believed it for 

one minute. 

Q. The documents that your lawyers 

reviewed and told you about, did they satisfy you 
completely that that was a lie? 

MR. DIESETH: Objection. 

A. I think in that area, I didn't need 

to be satisfied. I knew they were lying all 
along. It didn't make any sense to me at all on a 
personal level, all these reports — I mean. 

Surgeon General reports, et cetera, et cetera, and 
every doctor you ever talk to saying the same 
thing. They are just relying on some theoretical 
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statistics, which made no sense to me. 

BY MR. SILBERFELD: 

Q. You were satisfied before that it 

was a lie, and the documents reconfirmed it? 

MR. DIESETH: Objection. 

A. Yeah, I was personally satisfied 

that it wasn't totally correct. They were just 
arguing on a technical basis, "Well, it's never 
really been scientificly proven," which is 
probably true, "it's only been statistically 
proven," but to me, the statistics were pretty 
strong, so I believe in statistics being pretty 
factual, that the documents, they knew even more 
than that, just kind of confirmed everything. 

Q. With regard to the promotion of 

cigarettes or the advertising of cigarettes to 
young people, did you understand the official 
position of the industry to be that they did not 
promote or advertise to kids? 

MR. DIESETH: Objection. 

A. I heard that a couple of times. I 

never really focused on that much, because we had 
nothing to do in this area. As I said, Liggett 
did very little advertising. 

As a matter of fact, I think the 
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only cigarette we ever advertised much was Eve, 
focusing on women, not even children at all. 

BY MR. SILBERFELD: 

Q. From what you were told by your 

lawyers at Kasowitz, Benson, did you learn that, 
in fact, the industry targeted and promoted their 
advertising towards young people? 

A. Yes. 

MR. DIESETH: Objection. 

A. Yes — sorry — after that, yes, 

after they looked at all the documents, they found 
some very serious documents there, some of the 
joint defense documents which got me thinking of 
that. 

BY MR. SILBERFELD: 

Q. I'm sorry? 

A. Some of the joint defense documents 

which indicated that. 

Q. And did you understand what the 

rationale was of targeting young people or 
promoting or advertising to young people? 

MR. DIESETH: Objection. 

MR. VAUGHAN: Objection. 

A. What their rationale was years ago 

or even recently, I don't know. I suspect it was, 
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you know, to try to keep people smoking, keep 
their business going. 

BY MR. SILBERFELD: 

Q. If young people didn't start — 

A. Right, they'd have no business in 

this generation, which my position, we should have 
no business in this generation, we should all be 
out of business. 

MR. DIESETH: Move to strike. 

BY MR. SILBERFELD: 

Q. Taken together, do you believe that 

the positions taken by the industry in the past on 
smoking and health were absurd? 

MR. DIESETH: Objection. 

A. Oh, yes, absolutely, hundred 

percent absurd. 

BY MR. SILBERFELD: 

Q. Did you make the admissions you 

made on behalf of Liggett in order to stop the 

farce? 

A. Yes. 

MR. VAUGHAN: Objection. 

MR. DIESETH: Objection. 

A. Yes. 

MR. VAUGHAN: Again ask Mr. LeBow 
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to pause for a second. I can't always tell when 
the question is finished. 

THE WITNESS: Fine. I'll go 

slower. 

MR. VAUGHAN: And I don't want to 
interrupt the question midstream. 

THE WITNESS: Okay. 

BY MR. SILBERFELD: 

Q. Did you make the admissions that 

you did because it was time to stop the denials? 

MR. VAUGHAN: Objection. 

MR. DIESETH: Object. 

A. Yes, absolutely. 

BY MR. SILBERFELD: 

Q. Did you make the admissions that 

you did about smoking and health and addiction out 
of a sense of moral obligation to your customers? 
MR. DIESETH: Objection. 

A. I did it because it was the right 

thing to do, and I'd do it again in a second. 

MR. SILBERFELD: Let's take five. 

THE REPORTER: We are back on the 

record. 

(Recess taken.) 

(Plaintiffs' Exhibit 1357 was 
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marked for identification.) 

BY MR. SILBERFELD: 

Q. During our break, Mr. LeBow, I had 

the Court Reporter mark this package of Eve 
cigarettes as Plaintiffs' next in order. Exhibit 
1357 . 

Let me put it before you one more 
time. That's just the exhibit stamp. 

A. Uh-huh, yes. 

Q. This is a true and correct copy of 

a new "Smoking is Addictive Warning" that your 

company is putting on its branded products? 

A. Yes, it is. 

MR. SILBERFELD: Thank you, that's 

all the questions I have. Thank you for your 
time. 

(Recess taken.) 

THE REPORTER: We are back on the 

record now. 

MR. VAUGHAN: Before — before we 
begin, let me make sure we have an understanding 
as to how we are proceeding. 

My understanding is that we are 
going to begin the cross examination of Mr. LeBow 
this afternoon. Tomorrow morning, you're going to 
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pick back up with some questions on exhibits, 
unless you reach a stipulation of some kind; is 
that correct? 

MR. SILBERFELD: That's right. 

MR. VAUGHAN: And then we will 
conclude the cross examination after that direct 
examination or stipulation; is that what we're 
doing? 

MR. SILBERFELD: No. As I 
understand it, you're going to complete your 
examination of Mr. LeBow, then tomorrow, we're 
going to possibly ask him some more questions 
about documents, and then there may be some 
further examination about the examination we do 
about documents, but I want to try to complete 
this, and at the same time, be looking at 
documents in hopes of concluding. 

MR. VAUGHAN: So, we will conclude 
our entire cross examination before you get into 
your documents? 

MR. SILBERFELD: Correct, because 
we may not have any. That's the reason for you 
going forward. 

MR. BENSON: Also, it's my 
understanding that the Plaintiffs have agreed to 
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stipulate that the prior depositions that have 
been taken on these same subjects and the same 
documents by these Defendants would be admissible 
in this case, so to the extent that any questions 
that are asked in this deposition have been asked 
and answered in those prior depositions, we object. 

MR. SILBERFELD: I would join in 


that. 


I understand that Mr. LeBow has 
been deposed a number of times by the other 
Defendants, not only by Plaintiffs, and to the 
extent that there have been full and complete 
examinations, we would offer to have those cross 
examinations of him and his testimony there be his 
testimony in this case if further examination is 
waived by the parties other than the Plaintiffs 
who wish to examine now. 

Is that an agreement we can make? 

MR. VAUGHAN: I don't believe it's 
an agreement we can make at this time. You've 
just conducted what appears to be a direct 
examination for use at trial, and I believe we 
would be entitled to conduct a cross examination 
for use at trial. 

The discovery taken previously may 
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assist us in shortening that examination, but I 
don't believe that we can — can stipulate that 
discovery taken over several depositions and not 
in any particular order would suffice as the cross 
examination. 

MR. SILBERFELD: Just to be clear, 
the examination we conducted was a cross 
examination. Liggett is a Defendant in the State 
of Minnesota. 


MR. VAUGHAN: I 
that's your position. 

MR. SILBERFELD: 


but — 


understand that 
That's also law. 


MR. VAUGHAN: Well, since we're off 
to such a great start, let's proceed. 

BY MR. VAUGHAN: 

Q. Mr. LeBow, I believe you have 

previously testified that you are a majority 
shareholder of Brook Group? 

A. Yes. By the way, can you tell me 

who you are and who you represent, just so I know? 

Q. Certainly, be glad to. I'm sorry, 

we introduced ourselves earlier, I didn't know 
that was necessary, but I'm Keith Vaughan with the 
law firm of Womble, Carlyle, Sandridge & Rice, and 
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I represent R.J. Reynolds Tobacco Company in this 
matter. 

A. Okay. Thank you. 

Q. Now, back to the question I asked, 

you are the majority shareholder, CEO, chairman 
and president of Brook Group; is that right? 

A. That's correct. 

Q. And you have been for a number of 

years? 

A. Yes. 

Q. Brook Group is the 100 percent 

owner of Liggett; is that right? 

A. No. 

Q. Who else owns Liggett? 

A. Company called BGLS. We are a 

hundred percent owner of BGLS, which is then 
hundred percent owner of Liggett. 

Q. So, there are three corporations 

vertically in a line? 

A. That's correct. 

Q. At the top is Brook Group, which 

is — owns a hundred percent of the stock of BGLS? 

A. Correct. 

Q. And BGLS owns one hundred percent 

of the stock of Liggett Group? 
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A. That's correct. 

Q. And at the very top is Bennett 

LeBow, who owns a majority of the shares of Brook 
Group? 

A. That's correct. 

Q. Is it correct, Mr. LeBow, that 

Liggett and Brook, who are Defendants in this 
case, settled their lawsuit with the State of 
Minnesota? 

A. Yes. 

Q. The Attorney General's settlement 

agreement that you identified earlier and that you 

answered certain questions about was a settlement 
agreement between Liggett and Brook Group, on the 
one hand, and a number of states, including the 
State of Minnesota, on the other hand? 

A. That's correct. 

Q. And in that settlement agreement, 

among other things, you generally agreed — that 
is, Liggett and Brook agreed over your 
signature — to cooperate with the Attorneys 
General in pursuing their lawsuit; didn't you? 

A. That's correct. 

MR. BENSON: The document speaks 

for itself. 
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BY MR. VAUGHAN: 

Q. And you outlined a number of ways 

in your testimony that you were assisting the 
Attorneys General, didn't you? 

A. I don't recall that exactly. 

MR. MARKS: Objection. 

BY MR. VAUGHAN: 

Q. You listed a number of steps that 

were taken with respect to Liggett and Brooks' 
obligations under the settlement agreement to 
assist the Attorneys General, did you not? 

MR. MARKS: Objection. 

A. I don't know what you mean by 

"assist the Attorneys General" in this case. 

BY MR. VAUGHAN: 

Q. Did you not agree you would turn 

over certain documents to the Attorneys General? 

A. I didn't consider it assisting, I 

considered it's the right thing to do. 

Q. I understand that you said that, 

but now I'm asking you about the agreement itself, 
and the agreement itself, did you agree to turn 
over privileged documents to the Attorneys 
General? 

MR. MARKS: Objection. 
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A. I agreed to waive the 

attorney/client privilege of Liggett, yes. 

BY MR. VAUGHAN: 

Q. With respect to both Liggett's 

documents, and to the extent that you could, with 
respect to any other Defendants' documents? 

A. I have agreed to what now? 

Q. To waive the privilege. 

A. I can't waive the privilege for the 

other Defendants' documents. 

Q. You waived it insofar as Liggett is 

concerned? 

A. As far as Liggett is concerned, we 

waived our privilege, yes. 

Q. Okay. And your hope in settling 

that lawsuit was to buy your peace from these 
Attorneys General actions to the extent you could, 
wasn't it? 

A. It wasn't a hope, that was the 

arrangement. 

Q. In addition to buying your peace, 

you also had provisions included in that agreement 
that gave you the hope of furthering an interest 
of obtaining an ownership interest in R.J. 

Reynolds Tobacco Company or some other tobacco 
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Company, didn't you? 

MR. MARKS: Objection to form. 

A. I don't know how that would work. 

BY MR. VAUGHAN: 


Q. Did you not insist on provisions 

being put in the agreement that would allow 
parties such as Reynolds or other companies, 
except Philip Morris, to obtain the, quote, 
"benefits," unquote, of the agreement you had 
reached if they merged with you? 

MR. BENSON: 

THE WITNESS: 
you talking about? 

MR. VAUGHAN: 


Objection. 

Which benefit are 


The benefits of the 


agreement? 

THE WITNESS: 
retain the same benefits of 
not true. Same benefits as 
question? 

MR. VAUGHAN: 

A. No. 

BY MR. VAUGHAN: 


No, they did not 
the agreement, that's 
Liggett, is that your 

Yes . 


Q. What agreement did they not obtain? 

A. The settlement benefits that they 

settled the lawsuit. 
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Q. Did you have any provisions in the 

agreement, Mr. LeBow, with respect to what 
happened if Liggett and Brook and/or Brook merged 
with another tobacco company? 

A. Yes. 

MR. BENSON: Objection. 

BY MR. VAUGHAN: 

Q. What do those provisions? 

A. Well, I think they speak for 

themselves. They were in the agreement. I don't 
recall what they were. 

Q. Do you recall them? 

A. Some of them. 

Q. What do you recall? 

A. I just recall if that were to 

happen, just the parent companies of these 
so-called tobacco companies would have no 
liability, not the tobacco companies themselves. 
That's one provision. 

The tobacco company liability would 
still exist. That was not settled at all, 
whereas, Liggett in our case, settled that 
liability, so that's completely false, what you're 
trying to allude to. 

Q. Well, let's turn to the agreement 
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itself. 


do. 

Are you marking it? 
I'll be glad to. Let 


A. Okay. Please 

MR. DIESETH: 

MR. VAUGHAN: 
me have this marked as the next exhibit. 

(Plaintiffs' Exhibit 1358 was 
marked for identification.) 

THE COURT REPORTER: Thirteen 


fifty-eight. 

MR. MARKS: Do you have another 


copy? 

MR. VAUGHAN: No, I don't. 

MR. MARKS: I want the record to 
reflect that this is not an accurate copy of the 
Attorneys General Settlement Agreement. 

MR. VAUGHAN: Can you indicate in 
what way it's not an accurate copy? 

MR. MARKS: I can't indicate all 
the ways, but I can indicate one way. 

MR. BENSON: First of all, it's not 
a copy. It appears to be something off the 
Internet or some kind of printout. It doesn't 
have signature pages and it's not a copy of the 
original document. 

MR. MARKS: For example, your copy 
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of the agreement only has the Section 14.1, and it 
is missing a Section 14.2. 

MR. VAUGHAN: And 14.1 dealing with 
representations and warranties, and you say it's 
missing 14.2? 



MR. 

MARKS: 

Yes, that's 

one 

example. 

MR. 

BENSON: 

It' s not -- 

- it's not a 

copy. 

BY MR. VAUGHAN: 






Q. Let me show you the document, 

nonetheless, Mr. LeBow, and ask you to look at 
what is shown here as paragraph seventeen. 

Tell me if what is shown there as 
paragraph seventeen is what you recall being, in 
substance, paragraph seventeen in the agreement 
you signed. 

MR. BENSON: Objection. 

A. I have no way of knowing if it's, 

in substance, everything. It doesn't look the 
same, so I just don't know. 

BY MR. VAUGHAN: 

Q. Would you read it please, sir? 

A. The whole paragraph seventeen? 

Q. Yes, please, sir. 
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A. That's going to take us awhile. 

Paragraph 17, "Future Affiliate, 17.1." 

Q. You can read it, all I'm asking you 

to do is read it to yourself. 

A. Oh, I'm sorry. 

Q. You're welcome to read it out loud. 

A. No; no; no, I thought you meant 

read it out loud. 

Okay. I have read something 
similar to this in the actual agreement before, so 
I'm somewhat familiar with what's in here. 

Q. Do you agree that the agreement as 

signed had provisions in it that dealt with what 
happened to future affiliates of Liggett or Brook? 

A. Yes. 

MR. MARKS: Objection. 

BY MR. VAUGHAN: 

Q. Do you also agree that the 

agreement had in it provisions that defined 
"affiliate" and "future affiliate"? 

A. Yes, they were defined. 

Q. Let me turn you to a page that 

appears to have a definition of "future affiliate" 
and ask you to look at that definition, and my 
question to you as you read it is: Does that 
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appear to be the definition of "future affiliate" 
as was included in the agreement? 

MR. MARKS: Objection. 

MR. BENSON: Objection. 

A. It appears to be. 

BY MR. VAUGHAN: 


Q. Now, sir, in looking at that 

definition, it says, does it not, that "future 
affiliate" means "any one entity other than an 
entity with a market share greater than 30 percent 
as of the date of this agreement"? 

A. That's what it says, yes. 

MR. BENSON: Objection. 

BY MR. VAUGHAN: 


Q. And that excludes Philip Morris, 

doesn't it — 


A. Yes. 

Q. — which is a nonsettling tobacco 

company? 

A. Correct. 

Q. So, a "future affiliate" is a 

nonsettling tobacco company — 

A. Correct. 

Q. — which has less than 30 percent 

of the market share? 
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A. That's what it says. 

Q. So, it could include, could it not, 

R.J. Reynolds Tobacco Company, as well as RJR 
Nabisco? 

A. It could, yeah. 

Q. In any event, you agreed earlier 

that — 

A. Now, wait a minute. Say that 

again — that question again. 

It could include what? 

Q. Either R.J. Reynolds Tobacco 

Company or RJR Nabisco? 

MR. MARKS: Objection. 

A. Yes, I suppose so. 

BY MR. VAUGHAN: 

Q. Earlier, you indicated that the 

intention was to include as a "future affiliate" 
the parent corporation? 

MR. BENSON: Objection. 

A. That's not what I said sir. 

BY MR. VAUGHAN: 

Q. What was your intention earlier? 

A. That's not what I said. You asked 

me the question about the benefits "future 
affiliate" would obtain. 
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Why don't we have the reporter read 
the question and we'll get it correct. 

Q. We can certainly do that, but we'll 

do that over the evening. 

A. All right. 

Q. The question now is: Do you agree 

that a company, such as RJR Nabisco, that merged 
with Liggett or Brook, would obtain certain 
benefits under this agreement? 

A. Certain benefits, but not a 

settlement of its tobacco liability, which was the 
question. It will not obtain a settlement of its 
tobacco liability, which is — which exists in its 
tobacco company subsidiary, and that was the 
question you asked before. 

Q. Would you read provision 17.4? 

MR. MARKS: Objection. Continue to 
object to all questions about this document, as we 
believe it's inaccurate. 

A. Yeah. 

BY MR. VAUGHAN: 

Q. Provision 17.4 provides, does it 

not, that in the event of a merger of companies 
such as Brook and Liggett and RJR Nabisco, if that 
occurs, one of the — and one of the settling 
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states, which would include Minnesota, 

Mississippi, other states — 

A. Right. 

Q. — obtains a verdict or judgment 

against RJR Nabisco or its tobacco Company? 

A. Right. 

Q. — in an Attorney General 

action — 

A. Correct. 

Q. — such future affiliate would not 

be required to post a bond to stay enforcement of 
the judgment pending appeal? 

A. Correct. 

MR. BENSON: Objection. 

A. Doesn't mean I don't have to pay, 

though, still have to pay. 

BY MR. VAUGHAN: 

Q. Would you agree that in the event 

of a substantial judgment, the requirement of 
posting a bond could be a significant advantage to 
a company? 

MR. BENSON: Objection. 

A. It depends on the state. I 

understand many states, you don't have to post a 
bond at all, doesn't mean anything, lots of 
STIREWALT & ASSOCIATES 

P.O. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsflMui^el/iW9§^0fl<pwlfndustrydocuments. ucsf.edu/docs/gthd0001 



CONFIDENTIAL 


119 


1 states, my understanding. 


2 

BY MR. 

VAUGHAN: 

3 


Q. 

Which states? 

4 


A. 

I have no idea. 

5 


Q. 

Who told you that? 

6 


A. 

Some lawyers. 

7 


Q. 

Which lawyers? 

8 


A. 

I don't recall. 

9 


Q. 

Do you recall what firm? 

10 


A. 

Give me a second. Let me think 

11 

about 

it, think who told me. 

12 



I think maybe one of the Attorneys 

13 

General told 

me this. Some of the states — some 

14 

states 

don ' t 

require posting a bond. 

15 


Q. 

Which Attorney General? 

16 


A. 

I don't recall, but some of them 

17 

did. 



18 


Q. 

When did he tell you that? 

19 


A. 

Oh, a month ago or so. 

20 


Q. 

Where were you? 

21 


A. 

I don't recall. I mean, I think 

22 

maybe. 

you know, the Attorney General of Florida 

23 

said. 

his state, Florida, does require a bond, but 

24 

some states. 

he told me, do not require a bond. 

25 

Again, 

it' s 

a simple thing to check it out. 
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Q. One of the concerns that Liggett 

had was the possibility of posting a bond or the 
problem of posting a bond in the event of an 
adverse verdict? 

A. Correct. 

MR. MARKS: Objection. 

BY MR. VAUGHAN: 

Q. And it was your understanding 

various tobacco companies had that concern? 

MR. BENSON: Objection. 

A. No, I didn't have that 

understanding. Depends on the size of the bond, 
they could easily post a bond. 

BY MR. VAUGHAN: 

Q. Are you saying to this jury here in 

this case that there is no advantage to a tobacco 
company anywhere in obtaining the benefit of not 
having to post a bond if they get hit for several 
billion dollars in a case? 

A. No, obviously, I can't say that. 

Q. Okay. And, in fact, the provision 

was put in here to give such a company an 
incentive to merge with Liggett and Brook? 

A. If they so desired, yes. 

Q. Now, to that extent, the agreement, 
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apart from buying your peace, created an 
opportunity for a merger with another company; 
isn't that correct? 

A. Only if they were guilty, because 

if they didn't lose the case, it was worthless. 

Q. If they were found to be liable in 

a lower court and wished to appeal that judgment, 
they might still have an incentive to merge with 
you, wouldn't they? 

A. Well, since they've just settled 

for 15 billion dollars in a couple lawsuits, I 
don't see what the big deal would be now. 

MR. VAUGHAN: Motion to strike that 
answer as not responsive. 

BY MR. VAUGHAN: 

Mr. LeBow, if a company was hit 
for a substantial judgment in a trial court and 
wished to pursue its appellate rights in order to 
avoid posting a bond, there was an incentive for 
that company to merge with your company, wasn't 
there? 

A. Yes, but I don't think it's that 

much of an incentive in this case. 

Q. Okay. Did the Attorneys General 

insist on that provision going in the agreement or 
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1 did you insist on that? 

2 A. I insisted on it. 

3 Q. Throughout the afternoon, you have 

4 referred repeatedly to information you obtained 

5 from the Kasowitz law firm; is that right? 

6 A. That's correct. 

7 Q. What documents have you reviewed in 

8 this process? 

9 A. I merely reviewed — have reviewed 


10 

those released by the State of Florida — by the 

11 

courts in 

Florida, I should say, not the state 

of 

12 

Florida — 

by the courts in Florida. 


13 

BY MR. VAUGHAN: 


14 

Q. 

How many documents was that? 


15 

A. 

I believe eight. 


16 

Q. 

So the record is clear, those were 

17 

all of the 

documents you have reviewed with 


18 

respect to 

tobacco company liability issues? 


19 

A. 

Personally reviewed, yes. 


20 

Q. 

Everything else that you testified 

21 

about as being information provided to you was 


22 

information that someone orally articulated to 

you? 

23 

A. 

Yes. 


24 

Q. 

You have no firsthand knowledge 

of 

25 

the accuracy of that information? 



STIREWALT & ASSOCIATES 


P.0. BOX 18188, MINNEAPOLIS, MN 55418 1-800-553-1953 


http://legacy.library.ucsflMui^el/iW9§^0fl<pwlfndustrydocuments. ucsf.edu/docs/gthd0001 



CONFIDENTIAL 


123 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


MR. MARKS: Objection. 

A. Well, it's coming from a very 

reliable source in this case, my attorneys, who 
spent hours and hours reviewing documents, so I 
believe what they told me. 

BY MR. VAUGHAN: 

Q. But it comes solely from what they 

told you? 

MR. MARKS: Objection. 

A. Yes. 

BY MR. VAUGHAN: 

Q. And it's from what they told you 

based on what they told you they had seen in 
documents prepared by others? 

A. "Prepared by others" meaning what? 

MR. MARKS: Objection. 

MR. VAUGHAN: Not themselves. 

A. Oh, yes. 

BY MR. VAUGHAN: 

Q. Except for the information you 

obtained from them and the eight documents you 
reviewed from Florida, your knowledge about such 
issues as whether cigarettes cause disease, 
whether cigarettes are addictive and whether the 
tobacco companies have misled the public is the 
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same now as it was in 1994, isn't it? 

A. Well, it's also all the popular, 

you know, documents have been out in the public 
areas. There's a lot of documents that have been 
released publicly, the Brown & Williamson 
documents, many of those documents which there 
have been many, many stores and articles about, et 
cetera, et cetera, so there's a combination of all 
those things, not just one lawyer telling me one 
thing. 

Q. So, you've got what the lawyers 

told you and what you've read in the popular press? 

A. That's correct, and what I 

personally believe. 

Q. And what you personally believe is 

based on what you believed in 1993 and '94, plus 
what the lawyers told you and what you read in the 
popular press? 

A. Correct. 

Q. Now, when you said these documents 

that have come out from other companies, and when 
you refer to documents that have come out from 
other companies, you were referring in your 
instance to what you saw in the way of summaries 
in newspaper articles and magazine articles about 
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those documents; correct? 

A. A couple of them, I may have on the 

Internet read a couple of, but mostly summaries, I 
agree with that. 

Q. Do you remember which two you read 

on the Internet? 

A. No, I don't remember. 

(Recess taken.) 

THE REPORTER: We are back on the 

record. 

BY MR. VAUGHAN: 

Q. What percentage of your assets — 

your personal assets are tied up in Brook Group? 
MR. BENSON: Objection. 

A. Oh, 75 percent. 

BY MR. VAUGHAN: 

Q. And the other 25 percent is tied up 

in what? 

MR. BENSON: Objection. 

A. Various digresses. I don't think I 

have to — I don't know what the relevance of this 


is . 

BY MR. VAUGHAN: 

Q. Does it have anything to do with 

the tobacco industry at all? 
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A. No, none whatsoever. 

Q. What percentage of Brook Group's 

income is from the — from Liggett? 

A. Brook Group is losing money. 

Q. Is Liggett also losing money? 

A. At the present time, yes. 

Q. In fact, does Liggett have a 

negative book value at present? 

A. Yes. 

Q. All right. Is the negative book 

value approximately 150 million dollars? 

A. It could be higher now, I'm not 

sure exactly, but it could be around there. 

Q. When you acquired Liggett, and by 

"you," I mean Brook Group acquired Liggett, what 
percentage of the cigarette market did Liggett 
have? 

A. I think around three and a half 

percent. 

Q. When you last checked, what 

percentage of the cigarette market did Liggett 
have? 

A. Last year, it would have been close 

to two percent. 

Q. Was there a time that it had 
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dropped to one half of a percent? 

A. One half of one percent; no. 

Q. Is the two percent of the domestic 

market? 

A. Yes. 

Q. Do you have certain long-term 

obligations coming due to Brook Group and to 
Liggett? 

A. To Liggett, we do. 

Q. What are those? 

A. There's some bonds coming due, some 

in January and some a year from January. 

Q. Is Liggett presently able to pay 

what it owes on those bonds? 

A. No. 

Q. Have you undertaken efforts to 

obtain any delay or relief from those bonds? 

A. We are — we have had negotiations, 

but they have not been successful yet. 

Q. When did the percentage of market 

share drop as low as 2 percent? 

A. I would pass — last year, it was 

closer to three percent before then, and over the 
last — past year — since the first settlement. 

Q. Why did you originally acquire 
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Liggett? 

MR. BENSON: Objection. 

A. It was a financial transaction at 

the time. 

BY MR. VAUGHAN: 

Q. Did you say at one time, it was 

based on numbers, earnings and profits? 

A. It was based on value, not — there 

was no — it wasn't based on a multiple earnings 
or revenues of profits, no. 

Q. And did you acquire Liggett, or 

that is, you and Brook Group, acquire Liggett 
essentially through junk bonds? 

MR. BENSON: Objection. 

A. Short-term, high-yield bond, yes. 

BY MR. VAUGHAN: 

Q. Is that what some people would 

refer to as "junk bonds"? 

A. No, because these were short-term 

bonds. They look somewhat different, not really 
what people call "junk bonds." 

Q. Are they similar to what people 

refer to as "junk bonds"? 

A. I don't believe so. 

Q. The transaction with Liggett 
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occurred in 1996 — 1986; is that — 

A. Correct. 

Q. And from 1986 until 1995, you 

essentially had control of Liggett, didn't you? 

A. Through Brook, yes. 

Q. And during part of that time, in 

fact, from July of 1990 until May of 1993, you 
served as the CEO of Liggett, didn't you? 

A. No, not to my knowledge. 

Q. Not even in name? 

A. No, I don't believe so. 

Q. As CEO of Brook, you, nonetheless, 

had access to whatever information you requested 
concerning the operations of Liggett, didn't you? 

A. Yes, as any director would, also, 

as any director has access to any information he 
wants. 

Q. As a director and as a majority 

shareholder of Liggett — of Brook, which owned 
Liggett, you were aware of controversies 
concerning smoking and health, weren't you? 

A. I was aware of various litigation 

going on, yes. 

Q. And you were aware of public health 

controversies concerning smoking and health, 
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1 weren't you? 

2 A. Yes. 

3 Q. You had access to whatever 

4 information Liggett possessed during that time 

5 period as to whether cigarettes caused disease. 


6 

didn't you? 


7 

A. 

I at all times had access to 

8 

everything, if 

I wanted it. 

9 

Q. 

You had access to information as to 

10 

whether cigarettes were addictive, didn't you? 

11 


MR. BENSON: Objection. 

12 

A. 

Well, I didn't have — 

13 


MR. BENSON: Objection. 

14 

A. 

Well, this information — 

15 


MR. BENSON: Objection. 

16 

A. 

— is all with the lawyers. I 

17 

never had it. 


18 

BY MR. VAUGHAN: 


19 

Q. 

What does "access" mean? 

20 

A. 

What does "access" mean, I could 

21 

ask for it. 


22 

Q. 

Could you ask anyone in the company 

23 

to ask for it? 


24 

A. 

I could ask, but I wouldn't know 

25 

what to ask for. How would I know they have these 
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certain documents? 

Q. Well, let's move aside from the 

documents for a moment. 

Did Liggett have scientists? 

A. Years ago. 

Q. Does Liggett have scientists now? 

A. They have research people. When 

you say scientists, scientists in what areas? 

Q. What do you mean by "research 

people"? 

A. These are people that pretty much 

just do the formulations of tobacco of various, 
you know, cigarettes. That's all we do right now. 

Q. Do you know a Mr. Dietz who 

testified here earlier today? 

A. I don't know, no. I may have met 

him once. I wouldn't know him if I saw him. 

Q. You did indicate, didn't you, that 

you have taken more of an interest in the health 
issues that Liggett faced since 1995? 

A. Past couple years, yes. 

Q. And you are aware, are you not, 

that Liggett was required to produce today an 
individual who was most knowledgeable in the 
company about certain scientific issues? 
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A. I just found that out a few minutes 

ago. I didn't know that before half an hour ago. 

Q. And until half an hour ago, you did 

not know that that individual existed in the 
company and was named "Dietz," did you? 

A. What's the question again, about 

what type of individual? I knew we had research 
people. If that's what you mean. Whether his 
name is "Dietz" — they have a bunch of research 
people. Who they are, I don't know. 

Q. Are you telling this jury that from 

the time period of 1986 all the way up until a 
half hour ago, as CEO of Brook, as a majority 
shareholder of Brook, which owned Liggett and as a 
director of Liggett, that you did not know whether 
the company had scientists, whether you call them 
researchers or not, that knew something about 
smoking and health? 

MR. BENSON: Objection. 

MR. SILBERFELD: Let me just 
interject an objection on behalf of the Plaintiffs 
that that misstates the testimony of Dr. Dietz. 

It also mischaracterizes the 
designation that was made of Mr. Dietz. He was 
not designated as the 30.02(f) witness on smoking 
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1 and health. 


2 

3 

objection. 

MR. 

BENSON: 

Well, we join in the 

4 


MR. 

DIESETH: 

Mr. Silberfeld making 


5 a speaking objection, that's against the rules. 

6 MR. SILBERFELD: Talking at the 

7 same time again. 

8 MR. VAUGHAN: Would you read the 

9 question back, please? 

10 (Record read by Court Reporter.) 

11 A. That's correct. 

12 MR. BENSON: Objection. 

13 BY MR. VAUGHAN: 

14 Q. Does it surprise you, given your 

15 roles with Liggett, that an individual was 

16 designated and appeared here today who described 

17 himself as the manager of scientific issues and 

18 said he had held that position since 1990? 

19 MR. BENSON: Objection. 

20 A. I have nothing to say. I have no 

21 idea who he is. I mean, I've never met him. I 

22 know we have a research department that does 

23 issues into the research of tobacco, not health 

24 issues, per se. We have no scientists, to my 

25 knowledge, that do any research into smoking and 
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health issues together. 

BY MR. VAUGHAN: 

Q. Can you name any of the scientists 

that have served in management roles at Liggett 
since you have been involved in the company? 

A. I can't name that says I have been 

involved, before I have been involved or since I 
have been involved; no, I cannot. 

Q. Can you recall ever having a 

conversation with any scientist in the company? 

MR. BENSON: Objection. 

A. I had conversations the past few 

months about disclosing ingredients to the state 
of Massachusetts. That, I have had. That's 
basically it, and some issues about tobacco, 
talking about the, you know, issues of tobacco, 
getting just involved in the formulations of 
various cigarettes. 

Other than that, no. 

BY MR. VAUGHAN: 

Q. You told us earlier that you came 

to distrust your in-house legal counsel and your 
long-time outside legal counsel, that is, 

Liggett's. 

Did you ever consider going and 
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talking to any of the scientists in the company? 

A. No. 

Q. Did you consider ever going to the 

presidents of the company and asking them for 
information about smoking issues? 

A. The previous presidents? 

Q. Yes, any of them from 1986 till 

now? 

A. No, absolutely not. 

Q. Did you ever consider going to any 

of them and asking them to instruct the 

appropriate scientists or other persons within the 
company to meet with you concerning issues of 
smoking and health? 

A. No, I did not. 

Q. Did you ever inquire of anyone 

within the company as to whether any safer 
products could be made? 

A. A few months ago, I talked to the 

current president about this issue, about 
something Liggett did ten years ago. 

Q. That was Mr. Fulford? 

A. Correct. 

Q. Other than that one conversation, 

did you ever talk with a president of the company 
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or any officer of the company about whether safer 
products were available? 

A. We may have had some conversations, 

you know, years ago. I don't recall them, 
though. It's possible. 

Q. Well, when you say it's possible, 

are you saying you recall some, or you don't 
recall some? 

A. Well, again, I remember something 

about this palladium thing years ago, just having 
a brief conversation. 

Q. The palladium issue was before you 

time, wasn't it? 

A. I think so, yes. 

Q. Did you ever talk with any officer, 

director or scientist in the company about whether 
any safer products were available during the time 
period that you were involved with Liggett from 
'86 to ' 97? 

A. No. 

Q. Did you ever talk with any officer, 

any director or any scientist at the company with 
respect to whether cigarettes are addictive? 

A. No. 

Q. Would you agree that scientists 
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within the company that deal with smoke chemistry 
and other issues relating to smoking would know 
more about smoking and health and addiction issues 
than you? 

MR. MARKS: Objection. 

A. Not necessarily. 

BY MR. VAUGHAN: 

Q. Are you a scientist? 

A. No. 

Q. Apart from your work in 

engineering — I believe you said electrical 
engineering? 

A. Uh-huh. 

Q. Do you have any other science 

training? 

A. No. 

Q. Do you consider yourself to be an 

expert in chemistry? 

A. No. 

Q. Do you consider yourself to be an 

expert in epidemiology? 

A. Nope. 

Q. Do you consider yourself to be an 

expert in toxicology? 

A. Nope. 
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Q. Did you tell us recently in a 

deposition that you didn't even know what 
toxicology was? 

A. I may have. 

Q. Is that correct? 

A. Roughly, yes. 

Q. Is one reason that you didn't over 

all those years inquire of anyone within the 
company, that you believed that the officers and 
the directors and the scientists were doing their 
best with respect to the operations of the 
company? 

MR. BENSON: Objection. 

THE WITNESS: With respect to 
which, all these — every officer and director? 

MR. VAUGHAN: Yes. 

A. No. Some, I fired; some, I got rid 

of years ago. 

BY MR. VAUGHAN: 

Q. Except for the ones you fired, did 

you have a basic belief that all of the employees 
of Liggett were trying — were people of integrity 
trying to do the best they could in their jobs? 

MR. BENSON: Objection. 

A. From what they were telling me, 
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1 from the information I had, obviously, yes. 


2 

Otherwise, 

I would 

not have 

stayed. 

3 

BY MR. VAUGHAN: 



4 

Q. 

Did 

you fire 

anyone because of 

5 

smoking and health 

issues? 


6 

A. 

No. 



7 

Q. 

Did 

you fire 

anyone because of 

8 

addiction 

issues? 



9 

A. 

No. 



10 

Q. 

Did 

you fire 

anyone over a concern 

11 

about whether they 

were working hard enough to 

12 

develop a 

safer product? 


13 

A. 

No. 



14 

Q. 

Did 

you fire 

anyone as a result of 

15 

any concern you had as to whether Liggett was 

16 

doing the. 

quote, " 

responsible thing," with 

17 

respect to 

public health issues? 

18 

A. 

I think they 

fired me. They left. 

19 

Q. 

You ' 

re referring to the lawyers? 

20 

A. 

Yes . 



21 

Q. 

Did 

you fire 

anyone? 

22 

A. 

No, 

not that 

I'm aware of. 

23 

Q. 

Lawyers or anyone else over those 

24 

issues? 




25 

A. 

No, 

I said they left. 
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1 Q. I believe you indicated that the 

2 first president of the company after — well, the 

3 person that was president of the company when you 


4 

took over was 

K.V. Dey? 

5 

A. 

Correct. 

6 

Q. 

And that he was followed by James 

7 

Turner? 


8 

A. 

Correct. You said "Turner," I 

9 

never said "Turner." 

10 

Q. 

I thought you said Mr. Turner at 

11 

some point on 

the record. 

12 

A. 

Okay, if I did, that's correct — 

13 

Turner, okay. 


14 

Q. 

And then a Spencer Volk — 

15 

A. 

Well, these are — I never 

16 

mentioned that 

. 

17 

Q. 

This one, you did. 

18 

A. 

Oh, before. 

19 

Q. 

This one, you did. 

20 

A. 

Spencer Volk. 

21 

Q. 

Let me change that, in case I did 

22 

say it wrong. 

was Mr. Turner followed by Spencer 

23 

Volk? 


24 

A. 

Volk. It was Mr. Dey, Mr. Turner 

25 

Mr. Volk, that 

order. 
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Q. And then by Ed Horrigan? 

A. Then we had that interim period 

when Volk left where me and Ressler and Chakalian 
were, like quote-unquote, co-presidents for a few 
months, and then Mr. Horrigan, yes. 

Q. Then Mr. Chakalian? 

A. Right. 

Q. And now Mr. Fulford? 

A. Well, there was a Mr. Cummings in 

between there for awhile. 

Q. Would you agree that all of those 

gentlemen would be more knowledgeable about 
tobacco issues than yourself? 

MR. BENSON: Objection. 

A. Would you please describe what you 

mean by tobacco issues? 

Smoking and health, not 
necessarily, except for Mr. Horrigan, who had 
many, many years of experience. 

I would exclude two people, Mr. Dey 
possibly would have nor knowledge than me, and 
Mr. Horrigan. 

The other gentlemen were not 
involved in any smoking and health issues to my 
knowledge. 
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BY MR. VAUGHAN: 

Q. What about Mr. Fulford? 

A. He came from England. I don't 

think he did anything there. 

Q. You don't know whether they had any 

issues involving — 

A. I don't know for sure, but I 

suspect not, he is pretty involved in 
manufacturing and marketing. 

Q. And did you consider all of those 

gentlemen to be gentlemen of integrity? 

MR. BENSON: Objection. 

A. Pretty much; pretty much — not 

necessarily, yes. 

BY MR. VAUGHAN: 

Q. When you assumed control of 

Liggett, what was your belief with respect to 
whether cigarettes caused disease? 

MR. BENSON: Objection. 

A. I, like most Americans, just 

believe what the Surgeon General was saying at the 
time and didn't focus on it much, because I didn't 
smoke and it wasn't, you know, anything I focused 
on to any great degree. 

BY MR. VAUGHAN: 
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Q. Had you quit smoking at some point 

in your life? 

A. Yes. 

Q. And why did you quit smoking? 

A. Because of the Surgeon General 

reports that came out, pretty much. 

Q. Did you read the Surgeon General's 

reports, or just articles about those reports? 

A. Just articles. 

Q. Given your personal feelings about 

the issue, once you took control of Liggett, did 
you instruct anyone in the company to change to 
any extent the company's position on the smoking 
and health issues? 

A. No, not till 1995. 

Q. When you assumed control of Liggett 

in 1986, how old were you? 

A. Well, I guess I was eleven years 

younger than I am today, which would be — 

Q. I would do the math, but I don't 

know your age. 

A. Forty-eight. 

That's my phone. Forget it. Let 
it go. They'll hang up soon. 

Q. Did you have an opinion with 
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respect to whether cigarettes were addictive at 
that time? 

A. In 1986? 

MR. BENSON: Objection. 

MR. VAUGHAN: Yes. 

A. I hadn't thought about it much. 

BY MR. VAUGHAN: 

Q. Do you know the difference between 

"addiction" and "dependence"? 

A. No. 

Q. Do you know the difference between 

"addiction" and "habituation"? 

MR. BENSON: Objection. 

A. No. 

BY MR. VAUGHAN: 

Q. Do you know the difference between 

the Surgeon General's definition of "addiction" in 
1964 and the definition that emerged in the 1980s? 

A. No, I do not. 

Q. Did you see Mr. Horrigan's 

testimony before Congress in 1994? 

A. Yes, I did. 

Q. Did you make any attempt to contact 

the media or Congress at that time and denounce 
his position? 
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A. No, I did not. 

Q. Did you discuss his position with 

him? 

A. No. 

Q. Did you express to anyone publicly 

any dissatisfaction with the position he 
articulated? 

A. No, not publicly, but privately, I 

probably did. 

Q. Well, when you say you "probably 

did," to whom did you express it? 

A. With some of my close associates. 

Q. Who were they? 

A. Probably Mr. Ressler again, maybe 

Mr. Chakalian, maybe, you know, Mr. Lorriber. I 
don't recall exactly who. 

Q. Now, do you have specific 

recollections of talking about it? 

A. Specifically, no; generally, yes. 

Q. Well, where did these general 

discussions occur? 

A. I have no idea. I mean, I lived in 

New York at the time, so in this area — within a 
50-mile radius of here. How's that? 

Q. I'm not asking you to guess, I'm 
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1 asking you what you recall. 


2 

A. 

I don't know. 

3 

Q. 

Now, are you telling us that the 

4 

conversations 

occurred within a 50-mile radius of 

5 

New York City? 


6 

A. 

Yes . 

7 

Q. 

Can you tell us when they occurred? 

8 

A. 

Again, guessing — only guessing — 

9 

couple weeks - 

- week or a day or two or whatever 

10 

after the testimony. 

11 

Q. 

I'm not asking you to guess, I'm 

12 

asking you what you recall. 

13 

A. 

I don't recall precisely anything. 

14 

Q. 

Do you recall anything that was 

15 

said specifically? 

16 

A. 

Specifically, no, I don't recall 

17 

exactly. 


18 

Q. 

Do you recall the dates of any such 

19 

conversations? 


20 

A. 

Again, most likely, right after the 

21 

testimony. 


22 

Q. 

As a result of those discussions. 

23 

whatever they 

were about, did any pronouncements 

24 

come from Liggett or Brook with respect to the 

25 

issues that Mr 

. Horrigan had addressed? 
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A. No. 

MR. VAUGHAN: This is probably a 
good break time. 

My understanding is, 9:30. 
(Deposition recessed at 5:30 

o'clock p,m.) 
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CERTIFICATE 
I, Sue A. Terry, RPR/CRR, hereby 
certify that I am qualified as a verbatim 
shorthand reporter; that I took in stenographic 
shorthand the testimony of Liggett Group (BENNETT 
LeBOW) at the time and place aforesaid; and that 
the foregoing transcript is a true and correct, 
full and complete transcription of said shorthand 
notes, to the best of my ability. 

Dated at New York, New York, this 
29th day of September, 1997. 
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